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WEDNESDAY, FEBRUARY 17, 1960 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HovsInNa, 
Washington, D.C. 

The subcommittee met, pursuant to notice, in room 5302, New 
Senate Office Building, at 10:10 a.m., Senator John Sparkman (chair- 
man of the subcommittee) presiding. 

Present: Senators Sparkman, Clark, Williams, Capehart, and Bush. 

Senator SPARKMAN. Let the subcommittee come to order, please. 

Other members of the subcommittee will be in a little later, but I 
think we had better get started. 

This meeting has been called to obtain information from the 
Administrator of the Housing and Home Finance Agency and from 
the heads of the constituent agencies about the current status of the 
several programs administered by the HHFA. The subcommittee is 
particularly interested in the status of the urban renewal program, 
the college housing and community facility loan programs, the low- 
rent public housing program, the general insurance authorization of 
the Federal Housing Administration, and the activities of the Federal 
National Mortgage Association. 

It has been approximately 5 months since the enactment of the 
Housing Act of 1959. The program of the President as expressed in 
his budget message and his Economic Report would indicate that the 
executive branch of the Government does not recognize a need for 
significant housing legislation this year. I hope that this hearing 
will develop information which will enable the subcommittee to form 
some judgment as to the position of the administration and may give 
us some guidance as to the need for legislation this year. 

Mr. Mason, we are glad to have you and all those who are accom- 
panying you with us this morning. 

We will be glad to proceed in such way as you desire. I under- 
stand you have a prepared statement. Would you like to present 
the statement and then have the questioning later? Or would you 
like to have questions as we go along? We will abide by your wishes, 


STATEMENT OF NORMAN P. MASON, ADMINISTRATOR, ACCOM- 
PANIED BY: WALTER S. ROSENBERRY, DEPUTY ADMINIS- 
TRATOR; AND LYMAN H. BROWNFIELD, GENERAL COUNSEL, 
HOUSING AND HOME FINANCE AGENCY 


Mr. Mason. Mr. Sparkman, this meeting is to help the committee 
to come to the conclusions you have mentioned, and we in this Agency 
are willing to do whatever will do this best. 
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We have prepared statements, because we felt you wanted reports 
from us. Some of these are briefed, with then a longer statement for 
the record, so that you will have charts and that sort of information. 

So we would be happy to read these brief reports, if this would be 
helpful as a background, and to submit to questions at any time. 

Senator SPARKMAN. Why do we not proceed then? You proceed 
with your statement, and then present the others in the order in 
which you would like them to give their statements. 

Mr. Mason. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I welcome this 
opportunity for the operating executives of the Housing Agency 
to sit down with the members of the Housing Subcommittee to review 
our program with you. We continually try to keep you and your staff 
informed on the progress of our activities and on any new trends that 
develop so that, as you study the housing problems in our country, 
you may know what we are doing. However, you are busy people with 
many responsibilities, and I’m sure this sort of meeting can be mutually 
helpful. ; 

I have asked each Commissioner to prepare a statement about 
his program for you. We will handle these as you wish and will 
do our best to amplify them in answer to the questions I know you will 
wish to ask. 

One of my responsibilities, that I cannot delegate under the law, is 
the approval or certification of the workable program of a community. 
A community is required to have a workable program before it receives 
Federal loans and grants for urban renewal or loans and annual 
contributions for low-rent public housing. It is also a prerequisite 
to FHA insurance in the locality for section 220 or section 221 mort- 
gages and the FNMA special assistance made available to them. 
Workable programs of more than a thousand communities have been 
approved. Each is valuable as an overall plan of action for ac- 
complishing the things which only local governments can do toward 
eliminating and preventing slums and blight. 

Since first authorized in 1954, the Agency has applied the workable 
program requirement realistically, I believe, in order to avoid depriv- 
ing a community of Federal assistance if the community takes reason- 
able steps consistent with its individual problems and capacities. 
We must continue to do this. This carries with it a responsibility, 
however, for the Agency to keep alert to the possibilities of com- 
munities increasing their rate of progress under all of the elements of 
a good program. Otherwise, the action of the Federal Government 
in this field could become ineffective and meangingless. 

We have recently modified our standards for the initial approval of 
a workable program to give greater assurance of its continuity over 
the years. This is being done, in part, by requesting that local bodies, 
such as a planning commission and a citizens’ advisory committee, 
be established at the time of the approval. We are also requiring that 
other actions be taken at that time, such as the formal approval of the 
program by the local governing body and the establishment of fixed 
responsibility for planning to meet the relocation needs of displaced 
families. Insofar as possible, communities are to establish definite 
time schedules for program progress, including actions in code adop- 
tion, code compliance, and long-range comprehensive community 
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planning. Balanced progress on all elements of the program is 
required. 

I know the interest of this committee in basic research in the field 
of housing. We should develop and keep current for the benefit of 
the housing industry, the consumer, and the Congress information on 
such matters as housing costs and prices, mortgage credit, and changes 
in household sizes affecting housing demand. Also, the procedures 
and programs of the Housing Agency should always be under objective 
study in relation to changing urban problems, housing needs, and other 
circumstances. It was one of the major recommendations of the 
report prepared for me by Dr. Ernest M. Fisher and furnished to 
your committee. Also, as your chairman has pointed out, we must 
find w ays to stabilize the flow of funds into home mor tages, and here 
our primary concern, as yours, is to seek long-range solutions. In this 
connection, I am very happy that the President’s budget for the next 
fiscal year contains an item of $600,000 for housing studies. I hope 
this is made available and we can be a better source for the informa- 
tion you need in developing legislation relating to the programs of 
our Agency. 

In ‘connection with my general responsibilities bearing on the 
housing segment of the economy, I can report that the economic 
outlook is “shaping up to place ‘residential construction in a more 
favorable position as the year progresses. There is every indication 
that it will be a year of economic prosperity and growth. The level of 
general prosperity was reflected in the number of gainfully employed 
in December and January, the highest on record for each of these 
months. 

Our economic growth has given evidence of increasing stability in 
recent months which holds promise for the sort of economic climate in 
which a high level of homebuilding can be maintained. Despite 
survey indications of somewhat higher plant and equipment expendi- 
tures than last year, long-term corporate security issues thus far in 
1960 have been below the 1959 level for the comparable period, 
There are presently indications that the needs for financing inventory 
accumulation during 1960 are not as large as we thought they would 
be 3 or 4 months ago. 

The Treasury was a large net borrower in the money market last 
year, and it is expected to borrow less money than it repays in 1960. 
There bas already been an effect of this change. Since January 1, 
there has been a measurable decline in the yields on Government 
securities. Thus, some decline in demands for loanable funds from 
nonhousing sources apparently is developing. At the same time, the 
net inflow of savings into financial institutions during 1960 should be 
as high or slightly higher than in 1959, with rising employment and 
income. 

This combination of developments should make it easier for builders 
to get mortgage financing within the next few months. The basic 
underly’ ing factors affecting housing demand, such as family formation 
and personal income, remain strong. Residential vacancy rates 
declined slightly in the second half of 1959, indicating that housing 
markets generally were in good condition. 

I am sure that this committee is aware of all these developments. 
I am setting them down simply as background for the reports of the 
Agency Commissioners. 
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Senator Sparkman, this concludes my statement. 

Would you like to ask questions, or will I ask Mr. Zimmerman to 
proceed? 

Senator SpaARKMAN. For my part, I would be glad for him to pro- 
ceed, but I will leave that up to individual members of the committee. 

Senator Ciark. I have three quite brief questions. 

Senator SpaRKMAN. All right. 

Senator CLtark. Mr. Mason, first an observation. 

I would like to indicate my concurrence with your changes in the 
workable program. I think this is a constructive step. I think it is 
desirable to force these local communities to think through their 
programs and take the administrative steps necessary to have a really 
overall workable program. 

But I hope this is not going to be used—and I am sure you would 
not personally want to see it used—as a device to hold back the 
allocation of grant authorizations for urban renewal so as to stretch 
out the congressional authorization. 

I just want to sotind that note of caution and hope that we are all 
in accord with that. 

It would be easy to utilize these workable programs, through 
stronger requirements, so as to hold back grant authorizations longer 
than they should be held back. 

Do you want to comment on that? 

Mr. Mason. I would be very bappy to. 

We have no intention of making the workable program hold back 
in any way. And I think our record over the past would indicate 
this to you. 

We have dene twe things. We have put on a young man to go 
around and to help our seven regional offices to tell the story of what 
the workable program is for, which is to help the city to help itself. 

The second thing we have done is to encourage more local par- 
ticipation, to have local committees interested, to have the local 
‘governing body act on this, because we find that where people know 
about the workable program that it works. 

Senator CLark. I think that is all to the good, and I assume we will 
get further details when Mr. Walker testifies. 

Mr. Mason. Yes, I think there will be. 

But you have my word that if this is used in any way to slow up 
either urban renewal or public housing that I shall take steps to see 
that it does not. 

Senator Crark. That is very heartening. I congratulate you for 
that statement. 

What would you do with $600,000 for planning if you got it, in 
general terms? Would you follow the recommendations of the 
report of Dr. Ernest M. Fisher of Columbia University, entitled 
“A Study of Housing Programs and Policies,” made to your agency 
in January of this year? 

Mr. Mason. Not necessarily. We are studying the Fisher report, 
and some of the requests for statistical information in that we are 
already sure are correct. But others we would have to take our time 
on to see, because we have just gotten this, too. 


<A  E 
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Senator Ciark. I have read the report, and I think, on balance, 
it is a real contribution toward the solution of your problems. I 
think it would be useful to the subcommittee to know just which of 
the recommendations you approve and which you do not. 

I do not think necessarily this is the time to do it. 

Mr. Mason. We would rather do this later for you, Mr. Clark. 

Senator Crark. Thank you. 

Mr. Mason. But we intend in this study program to do some of 
this ourselves and to encourage other research organizations to do 
some work, too. 

Senator Crark. I am going to ask, if the chairman agrees, that 
your staff keep our committee staff advised as you decide whether or 
not you are going to accept or reject a recommendation in the Fisher 
report. 

Mr. Mason. Mr. Sparkman, we would be happy, as you know, to 
tell your committee what our reaction is to the Fisher report. 

Senator SpARKMAN. Thank you. 

May I follow that up with this question relating to research? 

Do you have sufficient authority to carry on adequate research 
under existing law? 

Mr. Mason. We have the authority but not the money, Mr. 
Sparkman. 

Senator SPARKMAN. I realize that. That is what I wanted to find 
out. In other words, no further legislation is required to allow you 
to carry on a good research program? 

Mr. Mason. That is correct. What we need is for the Appropria- 
tions Committee to give us the money. 

For instance, on the Fisher report, the expenses of this we simply 
took out of our operating money. 

Senator SPARKMAN. I notice you have attached to your statement 
a report of the voluntary home mortgage credit program. It is a very 
good report for the years that it has been operating. 

(The progress report on the voluntary home mortgage credit 
program follows:) 


VoLunTaRY Home-MortTGAGE CREDIT PROGRAM 
PROGRESS REPORT 


The purpose of the voluntary home-mortgage credit program is to facilitate the 
flow of private funds for FHA-insured and VA-guaranteed home-mortgage loans 
into remote areas and into other communities where funds for desirable housing 
construction are in inadequate supply under normal market conditions. The 
program is also designed to operate in any area to facilitate financing of housing 
available for minority groups. 

By bringing lenders and boriowers together, this joint industry-Government 
program has helped provide over $400 million of FHA- and VA-aided funds for 
borrowers who had previously been under disadvantages in obtaining such funds. 
All loans made under the program are made by private lending institutions with 
their own investment funds, and all usual expenses of processing, as distinguished 
from the program’s referral process, are borne by the lender. 

The VH MCP has demonstrated its effectiveness for many home buyers during 
its 5 years of operation in spite of periods when there has been a shortage of funds 
for insured and guaranteed mortgages. As of January 1, 1960, it had placed 
40,709 loans. Of this total, 18,326 loans, or 45 percent, were FHA-insured and 
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22.383 loans, or 55 percent, were VA-guaranteed. Had it not been for this pro- 
gram, most of these families might well have lost out in the general competition 
for housing credit. As a result of the VH MCP, prospective home buyers, par- 
ticularly those in small communities and members of minority groups, have been 
obtaining private mortgage loans in greater quantity, at lower downpayments, 
with longer maturities, and at lower interest rates than they previously had avail- 
able to them. 

The program has been of service primarily to families of modest means who 
buy low-priced homes. Over 60 percent of the loans have been made to indi- 
viduals with annual incomes of from $3,000 to $6,000, and nearly 60 percent of the 
homes purchased have ranged in price from $5,000 to $11,000. 

The purposes of the loans which have been placed under the program also indi- 
cate that the program has been providing the type of home financing which, gen- 
erally, is difficult to obtain through normal channels, and would be most difficult 
to obtain in small communities or by minority group members. Forty percent, 
or 16,284, of the loans placed under the program have been loans to individuals 
for homes to be constructed for, or by, themselves. There is a great demand for 
these loans in small communities, but they are generally very hard to arrange. 
Sixty percent, or 24,425, of the loans placed under the program have been for the 
purchase of existing, previously occupied, homes. 

The VH MCP has proved to be an effective instrument through which the needs 
of minority financing @an be met. More than 9,000 minority group families in 
metropolitan areas have located mortgage loans through the program. Many 
loans have been made to members of minority groups in small communities 
through the VH MCP, but statistics for these areas do not distinguish between 
minority and nonminority categories. Based on the record in large cities alone, 
the VH MCP has placed 60 percent of the minority applications it has received. 

More than 22,000 of the loans made under the program have been for veterans. 
There is no doubt that the VHMCP has provided a means of financing housing 
for veterans in rural areas within the framework of the private enterprise system 
without vast Government outlays. During periods when the VA interest rate was 
competitive, the record of the program in placing V A-guaranteed loans for veterans 
in credit-short areas was outstanding. If the VA Administrator had authority 
to adjust the interest rate on V A-guaranteed loans from time to time, depending 
upon market coriditions, the VH MCP could do this job again and reduce the use 
of public funds for direct mortgage lending by the Veterans’ Administration. 

For the past 2 years, the program has been in a transition stage. During the 
first 3 years of program operations, the bulk of applications, referrals and loan 
placements were in the VA-guaranteed loan field, but, as mortgage market con- 
ditions changed, there has been a steady decline in VA activities under the program. 
‘Coincident with the decline in VA activities, there has been a steady upward trend 
in the volume of FHA assistance. 

The effectiveness of the VHMCP is greater than can be shown by a statistical 
record of loans made. It has also done a great deal to change the lending patterns 
of the Nation’s financial institutions. Through the program, private lending 
institutions have moved into areas where no private lender previously operated. 
Areas and groups served for the first time through the program have gained 
acceptance as a part of many lenders’ normal business, which does not show up in 
our statistics. 

Through intelligent directioning of private capital, the VH MCP sees to it that 
previously neglected families and areas have an equal chance to enjoy continuing 
improvement in their housing opportunities and a fuller and freer participation in 
the housing market. A statistical report, showing the number of loans placed 
through VHMCP in each State and territory, is attached. 
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Number of loans placed by States and territories January 1955 through December 1959 


PEROT 55 SoS ee 1, 101 | New Hampshire..........---- 0 
Pon ath ewenknion temas Be i ne sone mashes ee ea 215 
RRS as in ot Oe ee 5521) New Mewioo: 0 2. lel 685 
Arkansas Pits ote ds x25 ees ee CORA New ROPE... eh cals 500 
RRM or ae ee 1, 044) North Carolina. ...... 2. 2604— 2, 837 
CMNOIIO soon ieee ee tame ne 562 Nerth Dakota... ..2.-..<<ac ca4c 28 
ee ne ee Rr Sn aac wien ae 2, 261 
Hieinwere 2h ok uk bo Rsiahenee 168 Obmmmomess 2 2.22525. 2.u8 687 
WiIGR. 625. wks 2G biuseitis 1 O78 | Crews 2. oe ae 1,014 
DRI es carci sn Mee ee a ne ee 995 
Hawaii__ cde ta leas ad i) SUNOCO SIRO 8 cnn as 0 
De enn ot ory peel i te 6891 South Caroling... —~.... 2... - 1, 228 
Illinois eee eee 195 
i as ere Bae PORDOBSOG 5 oc i eee 1, 396 
howe: 26007 oir 238s i 2 6 Seer veneee AY 25s). Sor Jeers 2, 475 
NN i eS ge a es PRN a Na 1, 552 
Mentuclky ........222 2. ~£_ Sh 1 610 Vermont. o< 2 bt SA ne oi eels 14 
DNR PRNRNN ER 0 oo cae wel es Shea ce St ANN sa oe or te wm 1, 241 
TNR ee a Es Oe : AG69i Weehington. . . oui ecebs-.) Bore 
REIN oe ye tte meee O26) WeGRG- VIRGINIA... wo nt 656 
Mossacnupetts .... -....-...--.. TE NOOO on ooo i eric 286 
iT SS a ee eal eee ey es ee ae er eee 193 
Nannesota.... <2 5. pees 241 | District of Columbia____--—__- 333 
RURNOR h Ps r Foo POCTEO IMIOOL .%. 6.2 Jack Secu 691 
Se ae oe Peers Ri a 0 
PNM oo ar Me Pg lt ey one — 
WRN PRDRN in aos ec 388 RR oe ee ee 40, 709 
PEER a coe ot bt SLE 94 


Note.—While the VH MCP operates in all 50 States, there have been no requests for assistance from 
New Hampshire and Rhode Island. 


Senator SPARKMAN, May I ask you this: What is the program doing 
right now? 

Mr. Mason. You mean in the exact number of cases? 

Senator SparKMAN. Not that exactly. Is there real activity in 
the program at the present time? 

Mr. Mason. Yes; there is, Mr. Sparkman. 

Senator SPARKMAN. So it is carrying on? 

Mr. Mason. Yes. 

It is not as active in the Veterans’ Administration part. In fact, 
that part is not active at all, because the VA interest rate is so low 
that we cannot get many lenders enthusiastic about those loans with- 
out large discounts which we are not in favor of encouraging. 

But in the FHA program it is doing a substantial amount, and we 
would be happy to tell you for the last 6 months if you would like that 
report. 

Senator SPARKMAN. I am more interested in its penetration of the 
remote areas than I am in the volume that it does. 

Is it penetrating the remote areas? 
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Mr. Mason. Yes; we think it is, because this is where we are oper- 
ating primarily. 

Mr. Graves tells me that since the start of this fiscal year we have 
assisted $40 million worth of loans to find a home. 

Senator SPARKMAN. Senator Bush, do you want to ask any questions 
at this time? 

Senator Busx. No. 

Senator SpARKMAN. All right, Mr. Mason. Who will be next? 

Mr. Mason. Mr. Zimmerman, the Commissioner of the Federal 
Housing Administration. 

Senator SpARKMAN. Fine. We are glad to have you, Mr. Zimmer- 
man. 


STATEMENT OF JULIAN H, ZIMMERMAN, COMMISSIONER, 
FEDERAL HOUSING ADMINISTRATION 


Mr. ZIMMERMAN. Thank you, sir. 

Mr. Chairman aid members of the subcommittee, this opportunity 
to appear before you and report to you on the status of the programs 
of the Federal Housing Administration is appreciated. 

In order that the committee will have a complete report, a detailed 
statement is being submitted for the record, together with statistical 
information on the volume of each FHA program, cumulative and 
current. The statement also reports on major administrative actions 
during 1959 and 1960 to improve FHA’s operations and to make its 
programs accomplish their purposes more adequately. 

I will therefore merely summarize for the committee the total opera- 
tions of FHA. to date and during 1959, and such information as is 
available on FHA housing starts for January 1960. The status of 
the two major insurance authorizations will be discussed and a brief 
report given on certain new programs and administrative actions. 

As of December 31, 1959, FHA had written insurance totaling over 
-$61 billion. It has helped 5% million families to own homes and has 
helped provide housing for over 840,000 families in multifamily 

rojects: In addition, close to 23.5 million home improvement loans 
ata been insured. 

FHA is self-supporting and has reserves of over $800 million to 
cover losses in its insurance operations. At the present time, these 
reserves are considered adequate but not excessive in relation to out- 
standing insurance contracts. 

The past year, 1959, was one of the biggest years in FHA history. 
Over a million property improvement loans amounting to a billion 
dollars were insured, an average of about 5,000 loans per banking day. 
A total of 555,000 dwelling units in new homes, existing homes and 
rental housing’ projects were financed with insured mortgages, a 21 
percent increase over 1958. 

Mortgages insured on existing homes set an alltime record with 
305,000 units. This was almost 20 percent higher than the previous 
record year of 1958. Two hundred thousand units of new homes were 
covered by FH A insured mortgages in 1959. This number was ex- 
ceeded only in 1950 and in 1948. 

January operations of FHA in new home construction were marked 
by the usual mid-winter lull. _New-home applications for FHA insur- 
ance were down 10 percent from December to 16,300 units. Sea- 
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sonally adjusted, the FHA new-home volume was off 13 percent to an 
estimated annual rate of 264,000 units. Conversely, the level of 
existing-home applications i increased by 5 percent to 23,800 units, a 
season: ally adjusted increase of 9 percent to 381,000 units annually. 

The Housing Act of 1959 added $8 billion to the authorization for 
FHA mortgage insurance. This brought the aggregate authorization 
to $37,784 million. By the end of 1959, the unused insurance author- 
ization had been reduced to $6,560 million. At that time there were 
outstanding $2,920 million of agreements to insure. Experience indi- 
cates that less than half of the agreements may be presented to FHA 
for conversion to commitments. There will be available therefore 
during 1960 about $5 billion of insurance authorization plus recoveries 
from repayments of outstanding insured loans or cancellations of 
outstanding commitments. Forecasts of construction activity at any 
time are difficult, particularly in the months of January and Feb- 
ruary, but as the construction season advances it should be possible 
to estimate with more accuracy whether the available authorization 
is adequate. The committee will be kept fully advised on the status 
of this authorization. 

Under title I of the National Housing Act, FHA cannot insure 
home improvement loans made after September 30 of this year. 
Also, the maximum amount of loans which may be insured and out- 
standing at any one time under this program is $1,750 million. At 
the end of 1959, outstanding insurance of property improvement loans 
is estimated at $1,553 million, leaving available unused authoriza- 
tion of almost $197 million. With current net use continuing, the 
authorization will be exhausted in June or July. Legislation has been 
requested which would extend the program indefinitely and remove 
the ceiling on the insurance authorization. If legislation is not 
enacted early in the year, it will be necessary for FHA to impose 
some type of controls on the home improvement program. ‘This 
should be avoided, in my judgment, if at all possible. 

The new FHA housing for the elderly program authorized by the 
Housing Act of 1959 has made a good start. Applications for 14 
projects with over 1,800 units are pending under this program. Seven 
commitments have been issued and the mortgage on 1 project of 
207 units has been insured. Thirty-one projects with over 3,500 
units have been insured under the previous section 207 program and 
commitments for 9 additional projects with 766 units are outstand- 
ing. In all, 18 nonprofit projects for the elderly have been completed 
and are occ upied. Eighteen more are under construction. 

The new nursing home program is just getting into operation. 
Construction standards and instructions are ‘being sent to the field 
this week. There have been many difficult decisions to make con- 
cerning this program since it involves concepts that are different than 
those applicable to mortgage insurance for homes. The minimum 
construction requirements that have been developed for nursing homes 
financed under the new program envision sound, safe, and adequate 
accommodations meeting or exceeding the requirements of the various 
States. They may well serve as the model for proprietary nursing 
home construction throughout the Nation. 

The provision of the 1959 act relating to trade-in housing was put 
into operation in September, but has recently been expanded to cover 
additional mortgage transactions. We feel that this expanded pro- 
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gram will facilitate the trading in of older homes for purchases of 
both new and existing homes by avoiding duplication of closing 
costs, while assuring that in every instance FHA’s equity requirements 
will be met. 

The maintenance and conservation of the Nation’s housing 
inventory are vital to the country. Studies are underway by FHA to 
determine how its programs can contribute more to the conservation 
of housing and neighborhoods. In addition, top officials of FHA 
are working with top officials of the Urban Renewal Administration 
and the Office of the Administrator on a committee established to 
determine ways of improving FHA’s participation in the rehabilitation 
and conservation phases of urban renewal. 

In July of 1959, FHA’s new ‘Minimum Property Standards” went 
into effect. This made a single set of standards for home construction 
applicable all over the country. At one time there were in effect 
as many as 53 separate editions of FHA construction requirements. 

A change in the Minimum Property Standards will become effective 
April 1 that is important to the protection of home buyers. After 
April 1, all FHA field offices will require board and framing lumber 
used in housing built under FHA inspection to be grade marked. 
While certain grades of lumber have always been specified in FHA’s 
construction requirements, only 12 FHA field offices have required 
that the lumber be grade marked. After April 1, grade marking will 
be required by all 75 field offices. This will assure that FHA inspec- 
tors can determine with accuracy that the required grade of lumber 
has been used. 

Additional information on FHA’s operations and programs is con- 
tained in the detailed statement and statistical information submitted 
for the record. 

Thank you, Mr. Chairman. 

Senator SpARKMAN. Thank you, Mr. Zimmerman. Your detailed 
statement will appear at the end of your remarks. 

Senator Clark. 

Senator CLiark. Mr. Zimmerman, I am concerned as to whether 
you are not taking a chance in not asking for an increase of FHA 
authorization from the current session of the Congress. 

I wonder if you would follow me as I state the situation, and correct 
me if I am wrong. 

As of December 31 you had unused authority of $6.7 billion. Is that 
right? 

Mr. ZimmeRMAN. Approximately. I have $6,560 million, but. $6.7 
billion is close enough. 

Senator Ciark. Of which about $1.5 billion is needed to cover 
your remaining agreements to insure? 

Mr. ZIMMERMAN. I would guess that that was about the figure. 

Senator Ciark. So that would leave you somewhere in the neighbor- 
hood of $5 billion after you clean up the backlog of agreements to 
insure? 

Mr. ZimmMeRMAN. Not including the recovery which will be realized. 

Senator Ciark. That is right. 

Mr. ZIMMERMAN. Yes, sir. 

Senator CLarkK. In 1958, before September of that year, when your 


authorization ran out, you were using about $500 million a month. 
Right? 
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Mr. ZIMMERMAN. Well, as far as I know. 

Senator Ciark. I think that is right. 

Mr. ZimMERMAN, Yes. 

Senator CLark. Our staff figures that the December rate, adjusted 
seas ; ember 1959—would be about the same, or 
$500 million. 

If this is right, and I think it is, then you would run out of your 
current authorization about the first of October. That is assuming 
that the 1960 construction rate would be at about 1.2 million, whic h 
is about the same as 1958. 

This leads me to conclude that you may well be taking a chance in 
not asking right now for an additional authorization. 

If you are not positive that this existing authorization is going to 
carry us into next year, I want to suggest to you and to Mr. Mason 
it would be far wiser to come in now and ask for an additional au- 
thorization than to wait until the rush is on in the hope you could 
jam something through on FHA all by itself without tieing it up to 
anything else. 

I would like your comments as to whether I am being unfair in 
my prognosis that there is a real chance that you will run out of 
authorization by October. 

Mr. ZIMMERMAN. I would like to comment. The Senator has not 
said anything that I consider to be unfair. It is a difficult problem. 

First, I would like to make this observation: We have what I would 
consider to be sort of a standing legislative suggestion that we receive 
an open-ended authorization, and I am sure that the administration, 
even though it may not have been formalized into a submission 
during this session, still takes this position. 

Senator CLark. That is one of my points. The administration has 
not. And it now develops that, even though the administration did 
not ask for more, it still wants the ceiling taken off? Is that right? 

Mr. ZimMERMAN. I am sure that this is the administration’s posi- 
tion, yes, sir. Now, so far, we have been unsuccessful in our efforts 
to get Congress to do that. 

Senator CLark. I hope you will be unsuccessful again, because I 
would not like to see the ceiling eliminated. 

Mr. ZIMMERMAN. We are in kind of this spot, Senator. You are 
at least as aware of this as I am, and perhaps even more so: 

In the very difficult and complex field of forecasting, we are in a 
position where, if we ask for too much, it is not well received. If we 
ask for too little, we are in a spot. And so we have to look into that 
crystal ball and come in with a request for additional insurance au- 
thorization which will just take us into a certain period into the 
future. 

This is difficult to do. For instance, when we were thinking in 
terms of fiscal 1961 budget, we started in the spring of 1959, and it 
began to be firmed up in the fall of 1959, during a time whic h we all 
realize had some factors in areas of mortgage market and others that 
were different than they are today. 

Senator CLark. I agree with all that, and I think your problem is 
difficult. I do not want to minimize it. All 1 am saying to you 
and to Mr. Mason is that I hope you will not take the chance of not 
acting early enough in this session of Congress to request additional 
authorization which will take you through into March or April of 
next year. Then the 87th Congress can have a crack at it. 
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I sincerely hope you will not come stamping in around June or 
July with a panic request for some more authorization with the 
thought that maybe we will run that through for you and will not 
have a general housing bill. I doubt if you can get away with that. 

Mr. ZimmerMAN. My own judgment, Senator, is that here we are 
now in the middle of February, and in the next month or 6 weeks or 
2 months we are going to learn a lot more about what is going on 
in the market than we know today. Also we will know more as we 
move farther into the construction season. 

That would be my guess as to when we would be able to make the 
kinds of forecasts that would be sufficiently reliable to support the 
kind of request that we would be making. 

Senator CLark. I think our minds are in accord. 

Mr. ZIMMERMAN. Yes. 

Senator CLarK. One more question: Would you turn, please, to 
your statement where you comment on housing for the elderly? 

You will note that applications for 14 projects for 1,800 units are 
pending, that you “tave made 7 commitments, and have issued 
1 mortgage. Are these rental apartments, or are these sales apart- 
me 's 

Mr. ZimmMerMAN. Rentals, sir. 

Senator CLark. Rentals? Can you give us any idea of the average 
rentals which are going to be charged? If you cannot, would you 
get it for us? 

Mr. ZimMERMAN. I would prefer to submit it. We can give you 
the exact information, and I will submit it for the record. 

Senator CLark. Thank you. 

(The information requested follows:) 


TOT A 
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Senator CLark. The reason I asked that question, Mr. Chairman, 
is that I have felt that this insurance program for housing the elderly 
is going to be quite ineffective in taking care of the needs of a large 
number of lower income elderly family units. This is only going to 
take the cream off the top of housing for the elderly. 

For that reason I feel very strongly the Senate should pass an addi- 
tional authorization for direct Government loans for elderly housing; 
one which will teke care of lower income elderly housing groups. 

I say that with some conviction because I serve on the Special Com- 
mittee on Problems of the Aged, of which Senator McNamara is the 
chairman. In city after city we found this same thing coming up— 
that the elderly family units, a majority of whom have independent 
incomes of less than $2,500 a vear, just are never going to be able to 
afford the rents which will have to be charged because of the extra 
costs going into this kind of housing. 

I think that is all I have, except this one additional t} ling: 

This new nursing home program, you say, Is just getting into opera- 
tion. It is not in operation vet, is it? 

Mr. ZimMerMAN. The rules, regulations, and procedures are going 
to the field this week. 

Senator CLark. How far away are you, in your judgment, from 
being able to actually issue a commitment for a nursing home in terms 
of time? 

Mr. ZimMerRMAN. Well, I think that we now are about at that stage, 
although I am sure the Senator appreciates that a new program of this 
kind means we will spend weeks and months doing the necessary 
education both of our own field staff and industry. 

Senator CLark. That is true. 

Mr. ZimMerMAN. I think we are soundly launched, and I would 
look for considerable activity. 

Senator CLark. | am sure you feel the hot breath of this com- 
mittee on your neck in getting going with that just as soon as you can. 

Mr. ZimmMerMAN. | did not know where it was coming from, but:] 
felt a lot of hot breath as we worked through that program. 

Senator CLark. Thank vou, Mr. Chairman. 

Senator SPaARKMAN. Mr. Zimmerman, in connection with one of the 
questions that Senator Clark asked you about FHA insurance, | 
gathered from your statement that you would be taking a conside rable 
risk in trying to get by without additional FHA insurance authori- 
zation, would vou not? 

Mr. ZimMeRMAN. Well, Senator, it is very difficult—in fact, as far 
as I am concerned, it is impossible—for me to speak in terms of risk. 

We have had such a change in the last couple or 3 months that I am 
less certain, for instance, at this time than I was a couple of months 
ago. 

And it is not intended, as I indicated to Senator Clark, that we take 
risks in this area. I will be keeping this committee closely advised as 
we see the factors develop that weigh on the question, because I would 
not want to be in a position where, through my fault, we ran out of 
insurance authorization. 

Senator SparRKMAN. I noted what you said that you are caught in 
the middle there, by either asking too much or asking too little. 1 
certainly think I would prefer to be on the side of too much, because 
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it does not represent spending of dollars. It simply is insurance 
authorization. 

Mr. ZimMERMAN. If it is possible to have too much, the open-end 
authorization would be the extreme. 

Senator SpARKMAN. I would not say ‘“‘too much,” but more than 
vou may have to use, rather than to run short. We know something 
about what happens when you run short. 

With reference to removing the ceiling, let me throw out this 
suggestion: 

I think sometimes it is made to appear that Congress is very stub- 
born about removing the ceiling. As a matter of fact, is it not true 
that the bills that the Agency itself has proposed, until I think last 
vear’s bill, have always called for definite amounts rather than for 
removing the ceiling? 

Mr. ZIMMERMAN. I am sure this is right. 

Senator SPARKMAN. In other words, starting with 1959. 

Mr. ZIMMERMAN. I would make this observation: Maybe they 
finally got enough bad experience in forecasting that they finally 
concluded it was sort of a useless approach. 

Senator SpARKMAN. That may be true, but I want to make it 
clear—I think it ought to be made clear—that it has not been a ques- 
tion of the administration asking for the removal of ceilings and 
Congress refusing to do it, in fact, over the years as it is sometimes 
made to appear. It started this past year. Pretty much the same as 
this so-called back-door financing in some of our programs. 

I think we ought to keep those things in mind. 

With reference to FHA insurance, the President said in his budget 
message on January 18, and I quote: 

The general mortgage insurance authorization of the Federal Housing Adminis- 
tration now appears to be adequate to meet the demands for mortgage insurance 
until the next Congress is in session, 

I think I would agree with you that it is a little hard to rely upon a 
prediction such as that, or a prediction that you will need it. It seems 
to me that what we ought to do, since we are going to have to have 
legislation of some kind, is to be thinking about the additional amount 
which should be requested. 

Senator Ctark. Mr. Chairman, could I make one further comment? 

Senator SPARKMAN. Yes. 

Senator CLark. I note, Mr. Zimmerman, that although it is hard to 
forecast what you will need before the Congress meets again, the 
President in his budget was able to forecast what he would need next 
year down to the exact penny. 

He forecast. an additional authorization of $3,108,812,476 for fiscal 
1961. 

I would think that if he has that good a crystal ball for the coming 
fiscal year that you could have almost as good a crystal ball for the 
next 8 or 10 months. 

Senator SpARKMAN. I said a minute ago that it would be necessary 
to have legislation. As a matter of fact, you poimt out in your 
statement that we are going to have to do something about title I, 
home improvement, pretty soon, are we not? 

Mr. ZIMMERMAN. Yes, sir. 
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Senator SparkMAN. There is one thing in your statement that I 
think should be emphasized. I am afraid a great many people do 
not think of it in this way. 

You said 200,000 units of new homes were covered by FHA-insured 
mortgages in 19: 59. 

We built 1,300,000 homes, did we not? 

Mr. Zimmerman. Yes. 

Senator SpPARKMAN. Roughly? 

Mr. ZimmerMAN. Roughly, yes, sir. 

Mr. Mason. 1,342,000. 

Senator SpARKMAN. 1,342,000. And FHA covered only 200,000 of 
them? 

Mr. Mason. That is correct. 

Senator SparKMAN. And VA covered even less than that last vear, 
did it not? 

Mr. Mason. That is correct. 

Senator SpaRKMAN. Do you have that figure? 

Mr. Mason. I do not have the figure. 

Senator SpARKMAN. We will look it up and insert it in the record. 

Mr. Mason. We will look it up, too. 

Senator SpaRKMAN. The point I am making is I think there is a 
feeling over the country that housing is largely Government-suppor ted, 
when, as a matter of fact, it is less than 40 percent, was it not? Less 
than 40 percent? 

Mr. ZimmerMAN. As far as FHA is concerned, around 27 or 28 
percent are built with FHA inspections, but some are eventually 
financed without mortgage insurance. 

Senator SparkMAN. How much? 

Mr. ZIMMERMAN. Around 27 or 28 percent. 

Senator SPARKMAN. Twenty-seven percent by FHA? 

Mr. ZIMMERMAN. Yes. 

Senator SPARKMAN. And even less for VA? 

Mr. ZIMMERMAN. Yes, sir, [ am sure. 

Senator SPARKMAN. I have the figure now that the GI starts in 
1959 were 109,297 

I have been reminded that this is the number of starts under VA 
inspection. The corresponding starts under FHA inspection was 
331,000. That makes 440,000 units started under FHA and VA 
inspection out of a total 1,342,000 private nonfarm permanent units 
in 1959—about one-third. The total number of units actually 
insured or guaranteed is a little less, about 30 percent, because some of 
those inspected are eventually financed conventionally. 

I think it would be well for us to remember that there still is a great 
deal of homebuilding in this country through the use of resources 
other than those offered by the Government; as important as the 
Government programs are. 

I say that because I think a great many people believe that we are 
coming to that point where the Government is supporting the entire 
housing program. As a matter of fact it has been supporting less and 
less during the last several years, has it not? 

Mr. ZIMMERMAN. I think as far as FHA is concerned, the percentage 
of the overall volume has been on a slight increase in recent years, 
1 percentage point at a time. 

Senator SpARKMAN. But VA has been less? 
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Mr. ZIMMERMAN. Yes. 

Senator SpaRKMAN. I want to ask you, Mr. Zimmerman, a question 
or two about grademarking. I do this with some reluctance because 

I do not know enough about it to really discuss it. 

I will say that I have had some protests. On the other hand, I have 
had representations from some people who think that it is a good thing. 

Is there any legal problem involved under the antitrust laws? 
Any question on the part of the Justice Department relating to this? 

Mr. ZimMEeRMAN. Mr. Chairman, that question has been raised, and 
we have been in conference with the Department of Justice as recently 
as yesterday afternoon for hours. 

My judgment is that there is no such question, and I am sure at this 
time that I will be supported in that judgment by the Department of 
Justice. 

The question presented is, is restraint of trade involved as the 
chairman knows. I think that probably it will be resolved as I have 
indicated that FHA does not intend that, even as a practical matter, 
it would be necessary on the part of any producer or manufacturer, in 
order to comply with our requirements, to have to join or associate 
himself with any other group. I have it, I think, within my control to 
see that this does not happen. 

I am advised that at the present time that over the country there 
are available trained grademarkers for anybody who needs their 
services. If I should find that this information is wrong, then I will 
take the necessary steps to see that an impractical requirement is not 
imposed. 

Senator SpARKMAN. I am glad to hear you say that, because that 
was the very next question I was going to ask you. 

The question in my mind is what the effect is going to be upon the 
small mills, the small producers. 

The great majority of lumber in my section of the country—lI do 
not know whether it is true over the country as a whole or not, but | 
rather believe it is—is produced by small mills. Is that not true? 

Mr. ZIMMERMAN. Yes, I realize this. 

Senator SPARKMAN. Where will the grademarking be done? At 
the mill, at the vard, or where? 

Mr. ZimMERMAN. I think in most cases, as far as the volume of 
lumber is concerned, it will be done at the mill, although I cannot—— 

Senator SpARKMAN. How is the little piney woods sawmill, so 
prevalent through the pine section of the South—and I believe some 
even in the Northwest—going to afford a marker? 

Mr. ZIMMERMAN. Mr. Chairman, may I take a few minutes— 

Senator SpARKMAN: May I say probably ‘‘checker”’ is a better word 
than “‘marker’’ because it is more than simply marking. He has to 
certify to the quality and the fitness of that lumber, does he not? 

Mr. ZimMERMAN., Yes, sir. 

If the chairman will give me just a few minutes before [ answer 
the last question, I would like to go back and state some of the funda- 
mental factors that—— 

Senator SpARKMAN. I would be very glad for you to do so. Also, 
please submit a memorandum for the record explaining how this 
grademarking will be done; and in this memorandum tell us just why 
you want grademarking, why it is desirable. 

Mr. ZIMMERMAN. Yes, sir. 

















20 STATUS OF HHFA PROGRAMS 





(The information requested follows:) 


GRADEMARKING OF LUMBER 


On November 13, 1959, FHA announced that, as a further step to protect the 
home buyer and to assure quality in homes on which FHA insures mortgages, 
effective April 1, 1960, all board and framing lumber used in housing built under 
FHA inspection would have to be grademarked. 

On January 15, 1960, the Federal Housing Commissioner, through a press 
release, reminded the homebuilding industry that grademarking of board and 
framing lumber in FHA housing would become mandatory April 1. 

FHA has always required that a builder specify the grade and species of lumber 
which he proposes to furnish in the constru~<ion of a specific house, so that FHA 
field personnel could determine compliance as to allowable stresses and spans. 
Particular grades of framing have long been required by FHA’s construction 
requirements. 

Producers of lumber have found it necessary, in order to price their lumber 
properly, to have their lumber grader sort their lumber into various grades and 
species. 

All the new FHA requirement means is that, after the grader has gone to the 
trouble of grading the lumber, he identify it as to grade and species by placing an 
appropriate grade stamp on et wh piece he grades. 

The grademarking requirement is not new to all FHA field offices. It is already 
being used in 12 of FH A’s 75 insuring offices. The decision to require grade mark- 
ing in all parts of the country has not been made hastily or capriciously. It was 
based on experience in the field offices that have had the requirement in effect— 
some of them for as long as 10 years—and reports from offices where the require- 
ment was not in effect of difficulties of FHA inspectors in obtaining compliance 
with FHA’s lumber requirements. 

The New York City, Jamaica, Long Island, Newark and Camden, N.J., Wil- 
mington, Del., and Philadelphia, Pa., FHA insuring offices have had a grademark- 
ing requirement since 1950 or before. The District of Columbia and Little Rock, 
Ark., insuring offices were authorized to require grademarking in 1954 because 
of the poor quality of lumber they were receiving. In 1953 the Memphis and 
Knoxville, Tenn., and Phoenix, Aris., insuring offices were given similar authori- 
zation, followed by the Jackson, Miss., office in 1958. The Reno, Nev., office 
was given similar authority effective Jan. 1, 1960. 

Several other FHA offices requested a grademarking requirement when they 
found that the best lumber was being shipped to areas where pe was 
required, and poor grades of lumber were being dumped in their are 

eiaones in the above offices where a grademarking Saaieamns was 
authorized was that there was an immediate improvement in the quality of lumber. 
Without grademarking it is impossible to trace defective lumber back to the 
producer or supplier. When lumber is grademarked, a producer will hesitate to 
mark it improperly when he knows that it can be traced back to him. 

Grademarking will protect home buyers against substandard lumber, and the 
costly repairs resulting from its use. FHA has found that where grademarking is 
not required many producers mix in as much as 33 percent of pieces that are below 
the grade specified in the contract between the builder and buyer; others furnish 
lumber that is scant of American lumber standard sizes. Acceptance of these 
substandard pieces places our inspectors in the untenable position of either accept- 
ing material which does not meet the contract specifications, or rejecting the house 
for mortgage insurance. FHA inspectors are not lumber graders and they should 
not be placed in the position of arguing with builders over grades of iumber being 
used. 

Any additional cost to the home buyer as a result of the grademarking require- 
ment is insignificant when compared to the assurance grademarking provides 
that the pasic structure of the house is sound. The total board feet of dimension 
and board lumber has been checked by FHA staff for 10 frame houses of various 
sizes and reflecting construction from different parts of the country. Broadly 
speaking, the figures indicate approximately 1,000 board feet per 100 square 
feet of calculated area. The schedule of charges for inspection and grademarking 
indicate as an upper limit a charge of $1.50 per thousand board feet. This charge 
depends somewhat on quantity, and should be considerably Jess for a full-time 
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grading operation. Based on a house of 1,000 square feet having 10,000 board feet 
of dimension and board lumber, the cost of grademarking would be $15, a small 
tigure for the benefit anticipated. 

The lumber industry has assured FHA that lumber retailers will have sufficient 
grademarked lumber on hand April 1 to fill demands for home construction, and 
that there is a sufficient number of grademarkers available so that they will have 
no difficulty in maintaining their supplies. 

On February 19 the following information was requested from inspection 
bureaus and associations in order to be able to answer inquiries regarding the 
ai <e of grademarking service in certain areas of the country: 

The number of mills for which you provide grademarking service on a con- 
tinin basis. 

he approximate number of lumber mills for which you provide grademarking 
_ service on a “spot” or “on-request”’ basis. 

3. The approximate number of lumber mills in your area which do not now 
grade lumber. 

4. Do you have the facilities and would you provide grademarking service for 
a % mills either on a continuing or spot basis should they so request it? 

Average cost to the lumber mill per thousand board feet, of your grade 
wate on a continuing basis. 

Average cost to the lumber mill per thousand board feet, of your grade- 
marking service on a “spot” or “‘on-request”’ basis. 

Any other information or comments which you may have in addition to 
the above which will help us to assess the availability of grademarking services 
will also be helpful. 

Attached are copies of the replies that have been received to date in answer 
to this questionnaire. These replies confirm that grademarking service is avail- 
able. 

The West Coast Lumbermen’s Association on December 4, 1959, issued a 
release stating that the ‘‘West coast lumper industry heartily endorses the recent 
action of the Federal Housing Administration in calling for lumber grade stamped 
by a recognized agency in homes it insures * * *,” 

Many reputable lumber dealers have written FHA that they welcome grade- 
marking. Likewise, reputable builders have told us that a grademarking require- 
ment is long overdue. The necessity of sorting out substandard pieces and back- 
ordering pieces to replace them has resulted in added cost and delay which grade- 
marking will eliminate. 

The Southern Building Code Congress has written FHA stating that as a 
result of the announcement that FHA would require grademarking the Southern 
Standard Building Code bas been amended, with the approval of 98 percent of 
the voting membership cities of the congress, to require grademarking. The 
letter also urges that FHA “remain steadfast in its decision to make grademarking 
an FHA requirement on a national basis, because such a provision is in the best 
interest of the consuming public.” A copy of the letter is attached for the record. 

Conferences have been held with the Department of Justice to determine 
whether FHA’s grademarking requirement will involve violations of antitrust 
laws. While the Department of Justice has given FHA no legal opinion there 
seems to be little reason for concern since the grading of lumber will not be 
controlled by the lumber industry and the requirement will operate within the 
procedures established by the industry and the Department of Commerce as a 
result of court decisions on this question. 

The American Lumber Standards Committee proposes and passes upon re- 
visions of basic standards of lumber size, pattern, quality, inspection and rein- 
spection. The committee is a governmental agency appointed by the U.S. 
Secretary of Commerce. It acts in cooperation with the National Bureau of 
Standards and the Business and Defense Services Administration. It includes 
a Board of Review to function in a judicial manner in passing on conformance 
of industry lumber grading rules to American lumber standards and to certify as 
to the adequacy, competency and dependability of inspection agencies to grade 
and to grademark lumber. 

In order to meet legal requirements and provide standards against which 
lumber can be specified, FHA has adopted by reference simplified practice recom- 
mendation 16—53 entitled, ‘American Lumber Standards for Softwood Lumber’’ 
published by the Department of Commerce. These standards have been pro- 
posed or passed upon by the American Lumber Standards Committee. FHA 
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will accept grademarks of any lumber grading association or independent lumber 
inspection agency which has been certified by the American Lumber Standards 
Committee to grade a particular species or group of species, provided such associa- 
tion has a copyrighted marked and identifies the lumber as to grade, species and 
rules on which graded, so that the piece can be related to the requirements of 
our published span tables. A list of associations and independent lumber grading 
associations which have been accepted and certified to us by the American Lumber 
Standards Committee is attached. 

FHA is making a conscientious effort to assure that the grademarking require- 
ment is not going to impose an undue or unreasonable hardship on any part of 
the home building industry. The experience of the 12 offices in which the re- 
quirement is already in effect indicates that it is not an undue burden and that 
it is an important protection to the home buyer. However, the administration 
of this requirement, especially in the first few months it becomes universally 
effective, will be as flexible as may be necessary to prevent unreasonable difficulties. 


LUMBER GRADING AGENCIES 


The following associations and independent inspection agencies have submitted 
their qualifications to, and have been recognized by the American Lumber 
Standards Committee, Washington, D.C., to grade the species for which listed: 


Agsociations which publish grading rules 





| 
Association Symbol Rules Species 
California Redwood Association, OMA «icc ces Own........}| Redwood, Calif. 
576 Sacramento St., | 
San Francisco, Calif. | 
Northeastern Lumber Manufacturers | NELMA-.--|-.---do-...-- Spruce, red and white (eastern 
Association, Inc., | spruce). 
271 Madison Ave., nied Bisa s | Pine, eastern white (northern white 
New York, N.Y. | _ pine). 
| NHHMA...| Hemlock, eastern (under rules of 
| | Northern Hemlock & Hardwood 
| | Manufacturers Association). 
Northern Hemlock .& Hardwood | NHHMA...| Own.------ Hemlock, eastern, 
Manufacturers Association, = {| § = |... do.......| Pine, red (Norway). 
Northern. Bldg, 
Green Bay, Wis. | 
Southern Cypress Manufacturers | SCMA......|.----do.......| Cypress. 
Association, 
2133 Kings Ave., | 
Jacksonville, Fla. | 
Southern Pine Inspection Bureau, a I Ba | Pine, southern yellow. 
Canal Bldg., 
New Orleans, La. 
West Coast Lumber Inspection ‘WOLIR 2: bees do_......| Douglas-fir, coast region. 
Bureau, SS ee Fir, white. 
1410 Southwest Morrison St., | —— jc... do ..-| Hemlock, western. 
reer eT eR ees ead ae. - : | Redcedar, western. 
ae 00:.34..° | Spruce, Sitka. 
Western Pine Association, WPA...-....}.....d0_......| Douglas-fir, Rocky Mountain region. 
er ee ee Eee do....-..| Fir, white. 
Portland, Oreg. | eee ate ct Larch, western. 
adil do_......| Pine, western white (includes Idaho, 
| Lodgepole, Ponderosa and Sugar). 
: * ~~ ieee do__.....| Redeedar, western. 
_...do_......| Spruce, engelmann. 


fea 27 


a= 


yf, 
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Independent inspection agencies 














Agency Rules Species 
Bode Inspection Bureau, WCLIB..--.-.| Species listed under West Coast Lumber 
451 A Ave., Inspection Bureau. 
Oswego, Oreg. 
California Lumber Inspection Service, §__—si|#--.-- iid side Do. 
1190 Lincoln Ave., PE Reasons Species listed under Western Pine Associa- 
San Jose, Calif, tion. 
omic 3. | Redwood, Calif. 
Froehling & Robertson, oy) a | Southern yellow pine. 
Richmond, Va. 
General Testing & Inspection, WCLIB..-.-.| Species listed under West Coast Lumber 
2727 North Killingsworth, Inspection Bureau. 
Portland, Oreg. 2 Species listed under Western Pine Associa- 
tion. 
Cenc Species listed under California Redwood 
Association. 
Green, A. E., Inspection Agency, WCLIB..-.-.| Species listed under West Coast Lumber 
861 Williametta St., Inspection Bureau. 
Eugene, Oreg. WPA-..-.....| Species listed under Western Pine Associa- 
| tion, 
Cis icin | Redwood, Calif. 
Gross Inspection Agency, WCLIB-.---.| Species listed under West Coast Lumber 
Post Office Box 2, University Station, Inspection Bureau. 
Seattle, Wash. | 
Lumber Inspection Bureau, Inc., ALL..-......| Species listed under rules of all grading 
16 Daniel St., | associations. 
Newton Centre, Mass. 
McCallum Inspection Agency, WCLIB----| Species listed under West Coast Lumber 
Post Office Box 4688, Inspection Bureau. 
Norfolk, Va. SPIB-~--....-| Pine, southern yellow. 
Pacific Lumber Inspection Bureau, WCLIB...-.| Species listed under Lumber Inspection 
White-Henry-Stuart Bldg., | Bureau. 
Seattle, Wash, iy eee | Species listed under Western Pine Associa- 
tion. 
cess Redwood, Calif. 
Williams, A. W., Inspection Co., Inc., 2! Southern yellow pine. 
Mobile, Ala. WCLIB-.- Species listed under West Coast Lumber 
Inspection Bureau. 
TR sincain | Species listed under Western Pine Associa- 
tion. 


Mr. Junran H. ZIMMERMAN, 
Commissioner, 


Agency, Washington, D.C. 


SovuTHERN Buriipinc CopE CoNGREss, 


Birmingham, Ala., February 19, 1960. 


Federal Housing Administration, 


Housing and Home Finance 


Dear Mr. ZIMMERMAN: When your Agency announced several weeks ago that 
effective 42 1, 1960, grade marked lumber would be required for homes built 


under the 


“HA insured mortgage program, it provided the stimulus needed to 


recommend a similar provision in the Southern Standard Building Code. 
Accordingly a grade marketing provision was recommended by appropriate 
committees of the Southern Building Code Congress, and was reported favorably 
for concurrance by the majority of our Congress. 
The Southern Standard Building Code is used by more than 800 municipalities 


in the 13 Southern States, and I am pleased to report that the recommendation 
for a grade marking provision as part of our code was approved by an over- 
whelming majority of 98 percent of the voting membership cities of our congress. 

In any progressive move of this kind, there are bound to be some expressions of 
dissent, but I am convinced that these originate with people who are either unin- 
formed, or who are not too concerned with the public interest. On the other hand, 
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we have been assured by all responsible elements in the industry that there is 
readily available a supply of supervised lumber to meet the provisions of the 
grade marking requirements, and that the public affected by the Southern code 
will be the beneficiary of the protection afforded by such a provision. 

As FHA Commissioner, you will probably be subjected to opposition from a 
broader base than our Southern Building Code Congress has been. On this sup- 
position I am prompted to urge you to remain steadfast in your decision to make 
grade marking an FHA requirement on a national basis, because such a provision 
is in the best interest of the consuming public, and an example for others to follow 
in assuring the delivery and use of a material that measures up to the standards 
of the industry. 

If I can be of any service, I hope you will feel free to call on me. 

Sincerely yours, 
M. L. CLEMENT, Executive Director. 





SOUTHERN PINE INSPECTION BUREAU, 
OF THE SOUTHERN PINE ASSOCIATION, 
New Orleans La., February 23, 1960. 
Mr. Cyrus B. Sweet, 
Deputy Commis.ione, Federal Housing Administration, 
Washington, D.C. ; 


Dear Mr. Swent: We shalt be glad to provide the information requested in 
your letter of the 19th. 

1. At present there are 635 southern pine mills that subscribe for our super- 
visory services and have been authorized to SPIB grademark their lumber. . These 
mills represent slight.y more than 50 percent of the total southern pine production 
but probably represent closer to 75 percent of the volume of seasoned and dressed 
southern pine that would be sold for sheathing and framing purposes and used in 
FHA construction. (It must be remembered that a substantial part of the total 
southern pine production goes to box plants and other subsidiary operations.) 
An additional 50 mills are now being visited by our representatives in response to 
requests received or are in the process of being qualified for the grademarking 
privilege. . i 

In 1941-42 the number of mills receiving SPIB supervision and authorized to 
use the SPIB grademark rose from 400 to 1,200 in an 18-month period. These 
1,200 mills in 1942 shipped 85 percent of the total volume of southern pine pro- 
duced that year and practically 100 percent of the grades and items being bought 
by the Government for defense purposes, all of which was required to be grade- 
marked. 

2. This service which is designated as our certificate inspection service is 
available to all mills, although calls for our inspectors to examine and grademark 
individual lots usually come from only an average of about 50 mills a year. 

3. There probably are only approximately 1,000 southern pine mills in our 
producing area which do not now grademark their lumber. Some of these grade 
the lumber properly, some classify the quality on a hit-and-miss basis, and others 
simply sell ‘“‘mill run.’’ Confusion sometimes results from references to the 
20,000 mills operating in the southern pine region. The vast majority of these 
are of the small portable-type whose rough green production moves to neighboring 
concentration plants or retail yards having seasoning and dressing facilities, and 
the latter complete the manufacturing process. The 635 mills now grademarking 
under our supervision represent a production of approximately 6,000 mills because 
the vast majority of these either operate a number of small portable sawmills 
of their own, or contract for the cutting of their timber by independent portable 
mill operators, or purchase the rough green production of independently owned 
mills. We roughly estimate that there are between 1,600 and 1,700 southern 
pine mills which sell dressed lumber and these are the exclusive source of supply 
for the southern pine lumber that goes into FHA construction in areas where 
southern pine is specified or used. 

4. Our facilities are adequate to provide grademarking services either on a 
continuing basis or on a spot basis to the mills that are not now grademarking. 

5. The cost to the mill for our supervision and the use of our registered grade- 
mark is 12 cents a thousand feet on shipments payable monthly, with a minimum 
fee of $40 a month. This minimum just about covers the cost in the way of salary 
and traveling expenses of the SPIB inspector who visits the mill at least once a 
month for the purpose of coaching and training the mill graders and otherwise 
checking the grading and shipping practices of the mill to make certain that all 
SPIB requirements are being met. 
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6. The average cost to the lumber mill which might wish to have us inspect 

and grademark individual lots is $1.25 a thousand feet for 2-inch framing lumber, 
or $1.50 a thousand for 1l-inch boards, with a minimum charge of $35 a day or 
part thereof. This per-thousand-foot charge is applied to the lumber accepted 
and grademarked by the inspector and not to the total footage examined, 
7. As far as southern pine is concerned, we are positive that our bureau is in 
a position to take care of any increase in the demand for its services that might 
develop as a result of the FHA regulation. As previously indicated, this opinion 
is not based on guesswork because our experiences during World War II provided 
ample proof of what can and cannot be done. 

At the beginning of the defense program in the fall of 1940, the Federal Govern- 
ment was ordering large quantities of southern pine lumber and requiring all of 
it to be SPIB grademarked. The volume of lumber inspected and grademarked 
by members of our inspection staff rose from 3 million to 18 million feet a month 
and this was handled with no disturbance whatever. Whenever the volume re- 
quiring grade certification is large, the mills that can qualify for the grade- 
marking privilege quickly do so as was demonstrated early in the war when our 
membership rose from 400 to 1,200 mills. This and other experiences cause us 
to feel justified in making the statement that the supply of grademarked southern 
pine automatically will adjust itself to the demand. 

Aside from war experiences, we have had the benefit of firsthand dealings with 
FHA grademarking requirements in Tennessee and other States for the past 
© years or more, and also with building code requirements in south Florida for 
grademarked lumber. All of this serves to confirm the fact that the small operator 
who may wish to ship a certified product can be placed in that position without 
too much of an adjustment in his operating methods. Of course, if a mill should 
wish to continue shipping an ungraded product or even graded lumber to markets 
which do not require grade certification, there still will be a wide opportunity for 
such sales as FHA construction usually accounts for only about 25 to 35 percent 
of the total. Further, if a mill does not have a competent grader and therefore 
sells its product ‘‘mill run,”’ this ungraded lumber does not qualify for use in FHA 
construction and it would not seem necessary for any consideration to be given 
to it. 

Nevertheless we have found that when the demand is there, even these mills 
that usually ship ungraded lumber will quickly get in line and follow grading 
practices that will enable them to be authorized to grademark. 

Yours very truly, 
A. 8. BorsrPonTaINE, Secretary-Manager. 





Paciric LumpBer INSPECTION BuREAt, INc. 
Seattle, Wash., February 24, 1960. 


-ee 
Mr. C. B. SwEeEt, 


Deputy Commissioner, 
Federal Housing Administration, 
Washington, D.C. 

Dear Sir: Your letter of February 19, 1960, re lumber grademarking services 
has been referred to the undersigned. 

The Pacific Lumber Inspection Bureau, Inc., is the oldest of the Northwest 
inspection services, having been organized in 1903 and in continuous operation 
since then. 

It is a lumber industry-sponsored organization, with members in both British 
Columbia and the United States. Our service is available to any lumber manu- 
facturer or remanufacturing plant located in the Pacific Northwest and Alaska 
under eonditions and regulations adopted by our board of directors. 

We were also the first of U.S. lumber inspection services to apply for and receive 
certification from the present American Lumber Standards Committee. 

Our answers to your specific questions are as follows: 

1. About 300 lumber mills located in Alaska, British Columbia, Washington, 
Oregon, and California use our service (PLIB) on a steady or continuing basis. 

2. About 100 other lumber mills have, in the past, used our service (PLIB) ona 
spot basis. 

3. We do not have accurate information as to number of mills which do not 
now grade lumber. We presume you mean grademark lumber as all mills grade 
their product. However, between our service (PLIB) and West Coast Association 
service (WCLIB), we estimate 90 to 95 percent of coast Douglas-fir production 
can be grademarked. 
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4. Our service (PLIB) does have the facilities and will provide grademarking 
service to any producing mill or remanufacturing plant on request, subject to 
established credit rating and availability of qualified inspectors. We do not 
provide service to retail distributors. 

5. Our service (PLIB) is operated on a cost (nonprofit) basis. Our charges 
are computed by adding actual labor costs (inspectors’ wages), plus payroll taxes 
and fringe benefits, plus a present overhead charge of $2 per day per inspector 
at mills using steady or continuing service, or an overhead charge of $2.75 per 
day per inspector at mills using spot service. On such spot jobs we also charge 
any travel and subsistence costs which may be required. 

The cost per thousand board-feet depends upon the quantity production of 
each mill and the facilities for adequate grading. At present our average daily 
total charge, which includes inspectors’ wages, is about $27 per day for steady 
(continuing) service and about $29 per day for spot service. As examples: 

Mill A with production of 30,000 feet, board measure, per day would pay 
approximately $1 per thousand. 

Mill B with production of 100,000 feet, board measure, per day would pay 
approximately $0.30 per thousand. 

6. Would depend largely on amount of travel and subsistence required. Per- 
haps an average of $0.10 per thousand in addition to No. 5 above. 

(Nore.—In respect to questions 5 and 6 above, it should be considered that 
our (PLIB) charges inalude the labor costs of the inspector. We do not license mill 
employees to use our grademarking service. Mills using a license service must 
provide their own inspector.) 

7. We attach copy of recent annual report which includes information as to 
availability of our (PLIB) services and brief history of organization. 


General 


At the present time we have about 500 inspectors in our (PLIB) employ. 
These inspectors are assigned to some 300 mills on steady (continuing) basis 
and about 40 are available for spot jobs, operating out of 8 branch offices in 
British Columbia, Washington, Oregon, and northern California. 

We also operate a reinspection service from Toronto, Canada, and from Los 
Angeles, Calif. 

Our (PLIB) service is certified by American Lumber Standards Committee 
and we have also applied for and received approval of the new Canadian authority 
under Canadian lumber standards. 

We will be glad to supply any additional information which may be of assistance. 

Very truly yours, 
H. W. Murpuy, Secretary-Manager. 


CALIFORNIA REDWOOD ASSOCIATION, 
San Francisco, Calif. 
Mr. Cyrus B. Sweet, 
Deputy Commissioner, 
Federal Housing Administration, 
Washington, D.C. 

Dear, Mr. Sweet: I am answering the questions contained in your letter of 
February 19, relative to the availability of grademarking service in the redwood 
region. 

(1) Currently, there are 35 subscribers to the redwood inspection service of 
the California Redwood Association. All but two of these subscribers are licensed 
to grademark redwood lumber under the supervision of our inspectors and grade- 
marking service is available to the other two on a continuing basis. Last year 
these mills produced approximately 750 million board feet of redwood lumber out 
of an estimated total production of approximately 950 million board feet. 

(2) We regularly provide grademarking service, on an ‘“‘on request’’ basis, to 
two large industrial users and, occasionally, to a half dozen mills. 

(3) Most of the redwood mills grade their production under standard grades. 
I know of a few mills which grade part of their production under nonstandard 
grades but do not know of any mill which sells its production on a “mill run”’ 
basis. 

(4) We have the facilities and would be willing to provide grademarking service 
for any mill in the redwood region on either a continuing or spot basis should 
they so request. 
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(5) A mimeographed sheet giving redwood inspection service charges is 
attached. The average cost of our grade service, on a continuing basis, is 17 
cents per thousand board feet. 

(6) The cost to a lumber mill for ‘‘spot’’ or ‘‘on request”? grademarking service 
varies with the amount of lumber to be grademarked and the facilities provided 
for our inspectors. Under good working conditions and where there is enough 
lumber to be graded to keep an inspector busy all day, the cost probably ap- 
proaches $1 per thousand board feet. Under adverse conditions and/or where 
there is a relatively small amount of lumber to be graded, the cost could be many 
times this amount. 

(7) A considerable portion of the redwood lumber, produced by mills which 
do not subscribe to the redwood inspection service, is produced by specialized 
stud mills and is graded under the west coast grades for Sitka spruce. 

In addition to the redwood inspection service of the California Redwood 
Association, the following agencies provide grademarking services, either under 
CRA or west coast rules, for mills which produce redwood lumber: 

Pacific Lumber Inspection Bureau. 
California Lumber Inspection Bureau. 
A. E. Green Inspection Agency. 

Also, we provide grademarking service to retail yards and others mostly in the 
San Francisco and Los Angeles areas. 

We hope that this information will be helpful and that you will call on us if we 
may be of further service. 

Very truly yours, 
Wiiiarp E. Prart, Secretary. 

FEBRUARY 26, 1960. 


SOUTHERN CYPRESS MANUFACTURERS ASSOCIATION, 
Jacksonville, Fla., February 22, 1960. 


Mr. Cyrus B. Sweet, 
Deputy Commissioner, Federal Housing Administration, 
Washington, D.C. 
Dear Sir: In reply to your inquiry of February 19 would advise that we are 
enclosing copy of our current grading rules and on page 64 you will find listed 


our charges for inspection service as well as certain rules pertaining to same. 
You will also note that our inspection service is available to members and non- 
members alike. 

We have 11 member mills who are authorized to apply our grademarks. We 
do not provide this service but supervise their inspectors in order that they may 
be. assured that their interpretation and application of our grading rules are 
correct. 

We have no way of knowing the number of mills that might request our services. 
I have handled this department for 32 years and it varies from time to time and 
we never know when, or who, will request an inspection. Up to this time we 
have never failed to make an inspection upon request unless it was for some 
special grade that was not carried in our grading rules. 

As you may know we are a small association representing a small segment of 
the overall lumber industry. However, I believe we have one of the smallest 
percentage ratings on complaints of grademarked lumber of any regional 
association. : 

Yours very truly, 
J. A. PrestripGe, Secretary-Manager. 


FROEHLING & ROBERTSON, INC., 
Richmond, Va., February 23, 1960. 

FEDERAL HovusiInGc ADMINISTRATION, 
Washington, D.C. 
(Attention of Mr. Cyrus B. Sweet). 

GENTLEMEN: In reply to your letter of February 19, please be advised of the 
following answers to your questions: 

(1) This service is not available at the present time. 

(2) At times it has been as high as 40. (This includes lumber brokers.) 

(3) This is questionable. We know of several. 

(4) Yes, our service is limited to the inspector assignment basis. 
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(5 and 6) Our present rates are based on $2 per thousand board feet with 
discounts on larger volumes. 
(7) We are considering a contract plan whereby our inspection service will be 
allocated to several mills on a basis of 1 or 2 days a week. 
I trust that this information will be helpful. 
Very truly yours, 
J. McNamara. 


McCautuium INspPeEcTIOoN Co., 
Norfolk, Va., February 28, 1960. 
Mr. Cyrus B. SwEET, 
Deputy Commissioner, Federal Housing Administration, 
Washington, D.C. 

Deak Mr. Sweet: This will acknowledge receipt of your February 19, 1960, 
letter, making inquiries relative to grademarking service. 

We would point out that it is impossible for us to give a reasonable answer to 
much of the information you request. However, we will endeavor to make reply 
in the order you have listed. 

(1) The number of mills which we now provide grademarking service on a 
continuing basis is 11, with 3 others requested by the end of March. 

(2) The number of wills for which we provide grademarking service on request 
basis—approximately 50. We could handle many more throughout the South- 
east and Atlantic coast to Connecticut. 

(3) This is impossible for us to answer. We do not know the number of mills 
in the area we cover, besides, some mills cut hardwoods and softwoods. In the 
State of North Carolina there are better than 1,000 mills, and only about 70 
grademarking mills under supervision. There are many mills that do not grade- 
mark, and sell commercial lumber only. Hundreds have never grademarked and 
have no intention to start. 

(4) We have the facilities for a greater volume than we are now providing, and 
will extend our services to mills upon request. Each of our inspectors are cer- 
tified inspectors and registered in Washington. We could, with some time, 
increase the number of certified inspectors. 

(5) This figure will vary according to location of mill, amount of material 
produced, demands, weather, etc. One week the cost to a mill may be $2 per 
thousand board measure, the next $1 per thousand board measure, and could 
drop to 25 cents per thousand board measure in some localities and at some 
mills. Our rates are based on the salary of the inspector plus a minimum rate. 

(6) The average cost to a lumber mill, per thousand board measure, on a 
. “spot”’ or ‘“‘on-request”’ basis is $2 per thousand board measure. Our rate is $2 
per thousand board measure, with a minimum guarantee of $35 per day plus 
expenses, 

(7) The availability of grademarking service in the future will be governed by 
the demands of the mills. To date we have not had any difficulty in handling 
requests for inspectors for ‘‘spot’”’ or ‘‘resident’’ inspectors. We have checked 
with many mills, trying to determine future needs, and to date most mills are 
taking a ‘‘wait and see’’ attitude. We feel, however, we can take care of a con- 
siderable volume of grademarking in addition to what is now being grademarked 
or for which we have future requests, 

Most mills advise us they cannot make any plans until they have some knowl- 
edge of what is specifically expected of them, and feel that FHA will ease up 
on their requirements and they will be able to continue to furnish green ungraded 
lumber. 

We are sorry we cannot give you more eoncrete answers to some of your ques- 
tions. We will be glad to meet with you at any time to discuss the matter in 
detail. 

Please call on us at any time if we can be of help. 

Yours very truly. 
W. F. Rounrrey. 
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WESTERN PINE ASSOCIATION, 
Portland, Oreg., February 23, 1960. 
Mr. Cyrus B. Sweet, 

Deputy Commissioner, Federal Housing Administration, 

Washington, D.C. 


Dear Mr. Sweet: In reply to your letter of February 19 regarding the avail- 
ability of grade-stamp lumber, we shall try to answer your questions in the order 
you have asked them. 

(1) We are presently supervising the use of our association’s grade stamps at 
450 member mills and 41 nonmember mills. The list is growing. 

(2) We very rarely receive requests for the grade stamping of lumber at non- 
member mills. For such service we have to charge on the basis of $35 a day plus 
expenses for the inspectors’ time required so it obviously is much cheaper for a 
mill to get lined up to do its own grade stamping. Such service is available to 
the mills, however, if they occasionally need it. 

(3) We do not know how many lumber mills in our area do not now grade their 
lumber. The bulk of the production, almost certainly more than 95 percent, is 

raded. However, there are a good many small mills which saw more or less 
Seohen often for their own use, and do not grade it. 

(4) We are not in the business of doing lumber grading for mills, either mem- 
bers or nonmembers, so of course our inspectors spend most of their time in coach- 
ing and instructing lumber graders. We expect mills to employ their own graders 
and frequently, in the case of new members, we practically train the graders for 
them. We are not in a position to grade and grade stamp a large volume of 
lumber for mills which are unable or unwilling to employ graders but we do not 
think there will be any sizable demand for such service in our region because 
the cost to the mills of such service would exceed the cost of employing their own 
graders who would be authorized to use the grade stamps. 

(5) Our membership dues are 30 cents per thousand and it is likely that the 
rate will be increased to 35 cents per thousand. There is a $25 per month mini- 
mum average dues requirement which may be increased to $40. For nonmembers 
who have capable graders and wish to use our stamps without joining the asso- 
ciation, we charge $35 per day and expenses to check the work of such graders 
once each month. In no case would this cost exceed the 30 cents per thousand 
of regular association dues because, if it did, the mill could always join the asso- 
ciation and receive the same service plus all of the association’s other services. 

(6) Our “‘on-request” service for grade stamping is available at either the mills 
or at destination at a charge of $35 per day plus expenses for the time required. 
We would guess that the cost per thousand might average up toward $2, though 
as explained above there should be very little footage stamped on this basis. 

(7) The above information on our charges for membership dues or for the check- 
ing of nonmember mill graders so that we may authorize use of the stamps does 
not include the cost of actually stamping the lumber. In some cases this stamp- 
ing can be handled by the personnel regularly employed in the planing mill, either 
the graders or the tally man or pullers. In some cases it is necessary to add a 
man to do the stamping. The cost per thousand would vary with the volume 
stamped but might easily amount to 25 or 30 cents per thousand. This cost would 
be greatly increased if the flow of lumber through the plant were slowed or diverted 
solely for the purpose of grade stamping. For example, if a mill were to sell 644 
No. 3 Common resawn and the products shipped, and were to be required to take 
the lumber back from the resaw, put it over the chain again, et cetera, the cost 
would be considerable. However, this additional cost will be avoided when you 
give your approval, which we understand is forthcoming, to the use of grade 
stamps which can be used on both sides of the lumber before resawing. Impres- 
sions of these proposed stamps are already in your hands and we suppose we shall 
be hearing from you on them later this week. 

Very truly yours, 
W. E. Grirrer, Acting Secretary-Manager. 
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A. W. Wiuurams Inspection Co., INc., 
Mobile, Ala., February 24, 1960. 
Mr. Cyrus B. Sweet, 
Deputy Commissioner, Federal Housing Administration, 
Washington, D.C. 

Dear Mr. Sweet: We have received your letter of February 19, 1960, relative 
to our grademarking service. 

In order to simplify matters, we will provide the information desired in the 
order in which it is requested in your letter: 

(1) Fifteen. 

(2) One hundred. 

(3) We have no way of approximating the number of lumbermills in our area 
which do not now grade lumber inasmuch as our organization covers the entire 
United States. 

(4) Yes. 

(5) $0.25 to $1 per thousand board measure, depending upon volume of pro- 
duction at lumbermill. 

(6) $1 to $2 per thousand board measure, depending upon section of United 
States in which lumbermill is located. 

(7) Our company was founded in 1921, and presently employs approximately 
90 full-time salaried timber inspection specialists stationed throughout the United 
States. We maintain branch offices in New York, N.Y., St. Louis, Mo., and Port- 
land, Oreg. 

We are in a position to provide our grademarking service with our own inspec- 
tors at any point within the United States. 

We are enclosing for your reference a reprint of one of our advertisements out- 
lining our grademarking service. 

It is a pleasure for us to forward this information concerning our grademarking 
service to you. Should additional information be desired, please let us know and 
we will be only too happy to forward it to you. 

Cordially yours, 
E. D. Witutams, Vice President. 


LuMBER INSPECTION BurREAU, INc., 
Newton Center, Mass., February 27, 1960. 
Mr. Cyrus B. Sweet, 
Deputy Commissioner, 
Federal Housing Administration, Washington, D.C. 

Dear Mr. Sweet: This is in reply to your letter of February 19 regarding 
the furnishing of grademarking service to lumbermills. 

We have never performed service to mills on a continuing basis. Our services 
have been on a request basis, mostly with retailers and wholesalers. We do 
reinspect occasionally for western Canadian mills and others, however. 

A considerable part of our service is the rendering of opinions as to grade and 
species for those who buy or use lumber or wood products. 

If there is a sudden rush of requests to grademark after April 1, we honestly 
do not know how it can be handled. However, we shall do our best to take care 
of as much as possible and shall expand our operations somewhat in order to do so. 

Our basic charge is $2 per thousand or $35 per day minimum plus travel expenses 
outside Boston. 

Sincerely yours, 


CHARLES M. RILEY. 


West Coast LumMBER INSPECTION BUREAU, 
Portland, Oreg., February 24, 1960. 
Mr. Cyrus B. Sweet, 
Deputy Commissioner, 
Federal Housing Administration, 
Washington, D.C. 


Dear Mr. Sweet: As requested in your letter dated February 19, 1960, please 
find listed below information regarding availability of lumber grade stamped by 
the West Coast Lumber Inspection Bureau or by mills under WCLB supervision: 

1. Four hundred and fifty-five WCLB member mills receive our grade-stamping 


service on a continuing basis with a total annual production of approximately 
5,550 million feet, board measure; 
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2. WCLB offers grade-stamping and certificate service to any mill, whether 
member or nonmember, in the western portion of Washington, Oregon, and Cali- 
fornia. Approximately 50 nonmember mills have used this service during 1959; 

3. Approximately 150 small mills do not grade lumber but sell their cut to 
larger mills who do; 

4. WCLB has facilities and offers grade-stamping and certificate service to all 
— in our area cutting our species; 

The average cost per thousand board feet for mills subscribing to WCLB 


cratin service would be approximately 4 cents per thousand board feet; : 


6. The average cost to a lumber mill for grade-stamping service “on- -request” 
basis would be approximately $2 per thousand; 

The difference i in cost of items 5 and 6 above i is due to handling methods. ‘On- 
request”? work is usually done piece by piece at the car door; hand labor and in- 
spectors average 25,000 board feet per day. On a planer chain such as used by 
grade service subscribers, one man may grade over 100,000 board feet per day and 
dues rates are based on 4 cents per thousand board feet; 

7. In the Douglas-fir producing region of Washington, Oregon, and northern 
California, grading services of agencies approved by ALS and FHA are available 
to all mills; in fact, WCLB services are available to all on either a continuing basis 
or ‘“‘on-request”’ basis. 


If there is any other information we can give you regarding WCLB grading 

service or availability of grade-stamped lumber, please contact us. 
Very truly yours. 
A. G. FEGLEs, General Superintendent. 

Mr. ZimMERMAN. FHA, as the committee knows, prescribes certain 
standards. These standards involve or include standards of lumber. 
These standards have been in effect for many, many years. 

Starting I think as long ago as 10 years, FHA started moving in 
this direction of mandatory grademarking requirements. At the 
present time some 12 FHA offices during this period of 10 years have 
imposed this mandatory requirement. 

Once FHA imposes a minimum standard, it is my clear responsi- 
bility to see that these standards are complied with. 

It has been my experience in FHA, and I would say an agreeable 
experience, that ‘FHA not only intends the home buyers to rely on 
FHA’s inspeetions, but the home buyers in fact does rely. This 
makes the responsibility that I mentioned even a heavier one. 

It is also my judgment that, even with the experience and abilities 
and the good-faith effort made by FHA inspectors, nevertheless our 
inspectors are doing an inadequate job in the absence of this kind of 
grademarking. 

I would also like to mention a statement that I read in the news- 
paper just within the last couple of weeks to indicate to the com- 


_mittee how seriously I approach this problem. 


It, ,.was made by. a House committee, the Legislative Oversight 
Committee, and in their report they were quoted as having said: 

Where a public evil is allowed to grow unchecked while administrators sit 
idly by and deplore in silence, the Congress must exercise its duties of legislative 
oversight to restore lost public confidence. 

That statement impresses me very much, and, although I have not 
put it in those words, it expresses my responsibility. 

In my judgment, FHA cannot do an adequate job without this 
kind of “quality identification. And once we take this position, then 
all I can say is, in exercising the kind of discretion and judgment that 
we should exercise, we will make certain that there are no unreason- 
able hardships, no unreasonable application of these requirements. 


We will work with industry to attain the goals that I think are 
needed. 
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Mr. Mason. Senator Sparkman, as an old lumberman, might I add 
to this? 

Senator SPARKMAN. Yes. 

Mr. Mason. The problem of the South is not quite as serious as it 
might otherwise be because of the output of these small mills moving 
directly through concentration yards. 

It is not sold so much by the little fellow direct to the job. It is 
sold to a concentration yard, which does, in fact, grade it now, and 
this is just a matter of putting the grade on it. 

The little mill sells what its saw produces. The concentration 
yard does grade it. 

This simply requires the concentration yard now to put a mark on 
it as well as to grade it. The lumber has to be graded at some point 
anyway if the mill is going to come out even. 

Senator SPARKMAN. That is the reason I asked if it was done at the 
mill or at the yard. 

Mr. Mason. Yes. 

Senator SpaARKMAN. Of course, Mr. Zimmerman said the mill, but 
I assume he means the rather large mill. 

Mr. Mason. This, Senator, that I am speaking about is not a retail 
distribution point. 

Senator SPARKMAN. Yes. 

Mr. Mason. It is a concentration yard where many little mills put 
their product together and then sell it to the retailer and the job. 

Senator SPARKMAN. As an old sawmill man, I know what you are 
talking about. 

Mr. Mason. The Senator and I are both old sawmill men. 

Senator SPARKMAN. Believe it or not, I worked in a sawmill. 

The marking is not done by FHA-supervised personnel, is it? 

Mr. ZimMERMAN. That is right. 

Senator SPARKMAN. It is done by a lumber association, is it not? 

Mr. ZimMERMAN, Or independent graders. 

Senator SPARKMAN. Or independent graders? 

Mr. ZIMMERMAN. Yes, sir. 

Senator SPARKMAN. Will the FHA have any supervision over those 
graders? 

Mr. ZimMERMAN. Well, I might go back just a step prior to that. 
There is a committee—the Administrator may recall the name? 

Mr. Mason. The American Lumber Standards Committee. 

Mr. ZIMMERMAN. It is appointed by the Secretary of the Depart- 
ment of Commerce. I think it is in the nature of a quasi-govern- 
mental group. 

They determine the standards that will be used nationwide in the 
industry. Also I think there are some supervisory responsibilities 
they carry out. We would rely on the grademarking I think almost 
without exception. 

I suppose that if patent defects were obvious to an inspector, he 
would, in exercising judgment, do the necessary checking. 

But I would say in answer to your question we would generally 
rely on those grademarkings. 
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Senator SPARKMAN. These questions of mine have been simply 
exploratory. 

Mr. ZIMMERMAN. Yes. 

Senator SPARKMAN. I realize the problem that you are up against, 
and yet, at the same time, I would hate very much to see a program 
imposed that is going to work an extreme hardship on the smaller 
producers of lumber. 

Senator Capehart. 

Senator CapeHAartT. The Government insures about 30 percent of 
the houses in the United States of the total houses constructed. 
Who looks after the standards of the other 70 percent? 

Mr. ZIMMERMAN. Senator, I do not imagine that they are looked 
after to the same extent as housing built with insured financing, 
although I think, as we al! probably would agree, the minimum 
standards and these other administrative actions taken by FHA have 
a very substantial impact generally throughout the industry, not 
only the— 

Senator CApEHART. Who looked after them in 1934 prior to FHA? 

Mr. Mason. Building code people, Senator, from all of the cities 
and communities. 

Senator CapeHart. What I am thinking about here is that we, the 
Government, guarantee 30 percent of the total houses constructed 
in the United States, and are setting up a system here whereby lumber 
must be graded. We are going to leave it up to the industry to do it. 

My point is: Who is looking after the other 70 percent of the houses 
that are built? Do we want to inject Government into the situation 
to this extent? 

Mr. ZIMMERMAN. Well, I suppose it is a philosophical question the 
Senator is raising. I think that the trend historically and quite 
obviously has been toward this quality determination. Electrical 
appliances are probably one of the best examples. The quality 
marking is generally relied upon whether there is Federal participation 
or not. I suspect that most home buyers would look for the under- 
writing label on electrical appliances. I think this is the result of 
education of the public. 

Senator CapeHart. Why would not the man who buys an FHA- 
insured home get as good protection and why would it not be as 
completely satisfactory as the man who buys a home not insured by 
FHA? 

Mr. ZimMERMAN. Well, I suppose the sharp difference is that where 
FHA insurance is involved, I have some considerable responsibility 
to see that he gets what he is paying for. 

If I have established minimum standards which are part of deter- 
mining the eligibility for mortgage insurance, then I must see that 
those standards are met. 

Senator CapeHartT. Why have you not done it before then, if it 
has been going on since 1934? Have you had a lot of trouble? 
Have you been getting a lot of inferior materials? 

Mr. ZIMMERMAN. Well, in answer to your first question, the FHA 
has been moving for 10 years in this direction, slowly, carefully; 
and in order to avoid the sort of problems that the chairman mentions. 

As to problems, yes, we have had problems. We have had com- 
pliance problems as far as standards are concerned. 
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And I had sufficient evidence to feel that the time had come to 
move in this direction. 

Senator CapenART. You are going to require that all lumber used 
will have to be graded at the mill when it is produced? 

Mr. ZimMERMAN. Well, Senator, at the present time, and for many, 
many years, the grade of lumber has been required. It just had not 
been required that it be so marked. 

Senator Capenart. I know lumber is sold according to grade. 

Mr. ZIMMERMAN. Yes. 

Senator CaPEHART. But now you are going beyond that. 

Mr. ZimMERMAN. All we are saying is that that grade must be 
indicated so that we will be able to do a better job of determining 
compliance. 

Senator CaPEHART. Somebody is going to put a mark on each 
piece of lumber? 

Mr. ZIMMERMAN. Yes, sir. 

Senator CaPpeHArtT. Who is going to do that? 

Mr. ZimMERMAN.” Well, it will be trained graders, many of —— 

Senator CaPpeHarT. Paid by whom? 

Mr. ZIMMERMAN. The industry. 

Senator Capenart. And then what have you got? 

Mr. ZimMerRMAN. All that we have is a mark which indicates the 
grade that was intended. 

Senator CapeHarT. Are you not putting them to an expense that 
they have not had before? 

Mr. ZIMMERMAN. Well, Senator, it is a little different than that. 
I suspect that in some instances substandard lumber has been sold 
and used, and.our inspectors have been unable to determine it. 

If no one denies or challenges the grade which we require, it is 
represented as: being in compliance. 

But unless you can look at that board and see what grade it actually 
is represented as being, it is very difficult to determine this com- 
pliance question that is our responsibility. 

Senator CapeHart. I am asking these questions only because ‘I 
dislike seeing the Government get involved any deeper than it must 
in all these sort of matters. 

I want the public protected, but at the same time I am just wonder- 
ing why, if 70 percent of the homes are built satisfactorily without this 
sort of thing, it is necessary that the other 30 percent have this. 

Mr. ZimmerMAN. If I might make this one more observation on 
the 70 percent that you refer to, there is no requirement that I know of 
other than local building codes of one kind or another, that lumber 
used be of a certain grade. 

The real questions perhaps that the Senator is asking is whether or 
not it is proper for the Federal Government to impose these minimum 
standards. Once imposed, then I think my responsibilities are clear 
and almost follow naturally. 

Whether or not someone would like to raise the question about the 
propriety or merit of the imposition of minimum standards themselves, 
I think that 

Senator CaprHart. Will you repeat that last statement? 

Mr. ZimmerMAN. I say, If a question is raised as to whether or not 
it is proper for the Federal Government through the mortgage insur- 
ance programs to impose these minimum standards, then that could 


be debated. 
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I am sure that the soundness of this approach has been well 
approved. 

Senator CapeHArT. Does it not move beyond imposing minimum 
standards when you require that every sawmill in the United States 
must mark its lumber? 

Mr. ZIMMERMAN. But once the standard is imposed, then admin- 
istratively we have the problem of determining compliance, and this 
is where the difficulty arises. I do not believe 

Senator CapeHART. Are we not imposing upon every producer of 
lumber in the United States an expense that we, the Government, 
ought to stand if we wish certain standards to be put in 30 percent 
of the houses? 

Mr. ZIMMERMAN. Well, I asked this question also, and I am advised 
that it is quite an insignificant factor as far as expense is concerned. 

Mr. Mason. Senator, the lumber is graded now by a grader. If it 
meets standards, it is done for all people. 

Senator CapreHArt. The same thing for roofing and nails and 
electrical wiring and cement and all the other things that go into the 
house? 

Mr. Mason. Roofing is marked with the Underwriters’ Laboratory 
now, just as electrical equipment is. 

All we are saying is that the FHA inspector have a chance to tell 
what a piece of lumber is without having to know all the intricacies 
of how big a knot can be, and so on and so forth, to impair the struc- 
tural efficiency of that piece. 

All we are saying is that the industry itself will mark this when it 
grades it, and that is the only requirement. It is not a new require- 
ment that they grade it. 

Senator Capenart. If they label it wrong, you have no authority to 
take any action, have you? Is there any law, other than, I presume, 
the law of fraud. 

Mr. ZIMMERMAN. Well, there have been recent cases of fraudulent 
grade marking, and legal questions are raised. 

Senator CapeHART. Who established the grades? Who wrote the 
specifications for grade A, grade B, and grade C? 

Mr. Mason. American Lumber Standards Committee of the De- 
partment of Commerce. 

Senator Witu1aMs. Will the Senator yield? 

Senator CapeHARrtT. Yes. 

Senator Wiii1ams. You will have to have your own checkers to 
watch the private industry graders, will you not? 

Mr. ZIMMERMAN. It is not intended that we do; no, sir, any more 
than we would have our own inspectors watch how an underwriting 
laboratory grades electrical appliances and whether they meet the 
standards that are established in the industry. 

In other words, it is our intention to rely, unless we have evidence 
to the contrary, on this grade marking. 

Senator WiiuiaAMs. I wonder how you would get that evidence to 
the contrary. 

Mr. ZimmMerMAN. I would not anticipate troubles in that field. I 
was merely suggesting—perhaps improperly—that if a board is graded 
No. 1 and it obviously is No. 4, if there seems to be some fraudulent 
intention to deceive and our inspectors as a result of inspections raise 
these questions and we should discover that this practice is in fact 
being carried on, we would, of course, act. 
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Senator Wiiuiams. Of course; they have been doing this right 
along, have they not? 

Mr. ZimMERMAN. Doing what, sir? 

Senator Wituiams. Your inspectors have been watching to see 
that the grade is standard. 

Mr. ZIMMERMAN. W ell, they have been carrying the responsibility, 
but this requires a specialized qualification or ability, and our 
inspectors are not qualified to grade-mark lumber. 

Senator WituraMs. That is all I have, Senator. 

Senator Capenart. Do you feel this will help or hurt the small 
sawmill man, the small lumber producer? 

Mr. ZimMerRMAN. The Administrator with his lumber background 
may have a different judgment on this. I personally think it would 
neither help nor hurt. 1 think that the help is more for the consumer 
and for FHA. 

If FHA does its job of determining compliance, the consumer is 
going to profit by it. 

Senator Caprenart. Of course, a sawmill man, when he cuts the 
lumber, does not know whether it is going to go into an FHA house 
or into the other 70 percent of houses, or maybe into a barn or 
commercial building. 

Mr. ZimMERMAN. Before it gets into an FHA house, even without 
the mandatory grade-marking requirements, somebody has to make 
this decision. We just have some reservations as to how the decisions 
have been made. 

Senator Capenart. My only concern in asking these questions is 
that I dislike to see the Federal Government getting into all of these 
things in the United States. Small business is having enough problems 
today to keep its head above water without having additional expenses 
and additional problems thrown upon them. I believe that is a true 
statement. I think it is. 

Senator SPARKMAN. Senator Bush? 

Senator Busx. No questions. 

Senator SPARKMAN. Senator Williams, any further questions? 

Senator WiLuiAMs. Just one or two I believe, Mr. Chairman. I 
will be very brief. 

First of all, in connection with the elderly housing program, Mr. 
Zimmerman, I see in your summary you suggest that FHA has made 


a good start with a new program. Then you give some statistics on 
the continuing program. 

Mr. ZIMMERMAN. Yes, sir. 

Senator WiuraMs. There are 18 nonprofit projects that have been 
completed and occupied and 18 more under construction. I just 
wondered how many units of housing that represents. 

Mr. ZIMMERMAN. Well, I have it here, sir, I think. 

Well, the average is 100 units, so it would be 1 ,800 units actually 
occupied, roughly. 

Senator Wiiuiams. And the other 18 would represent 1,800 under 
construction? 

Mr. ZimMERMAN. Approximately, I would think. 

Senator WittiaMs. That would be 3,600 housing units? 

Mr. ZIMMERMAN. Yes. 

Senator WriuiaMs. Just one further thing. When is the peak load 
on the FHA in terms of fieldwork of inspection and the other aspects? 
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Mr. ZimMeRMAN. The spring season, sir. Spring and fall the 
Administrator suggests. 

Senator WiuuraMs. Spring and fall? I have heard from people in 
my State of New Jersey that frequently funds are not made apparent 
in these peak periods and the full staff complement is not available to 
speed the work in the field. Have you found this to be true? 

Mr. ZimmerMAN. Yes, this has been a problem that FHA has been 
confronted with for years. I think that the record will disclose that 
as an average we have done pretty well, even with this problem 

As the Senator may have noted in our budget this year we are sug- 
gesting a 15 percent contingency factor which would come into play 
when our workload exceeds what the offices can handle promptly and 
it is necessary to use additional funds in order to avoid undue incon- 
venience or hardship to the housing industry and the public. This 
contingency factor has been proposed just to meet the kind of problem 
the Senator is mentioning. 

Senator WiuuiaMs. Where would that 15 percent be drawn from? 
Your regular reserves? 

Mr. ZIMMERMAN. From our income. 

Senator Wiuuiams. I see. This is analogous to the situation in 
1951-52 when you had a 35 percent opportunity to use your regular 
income for nonadministrative activities. Is that correct? 

Mr. ZIMMERMAN. It would be similar, yes, sir. 

Senator Wituiams. Now you are suggesting 15 percent? 

Mr. ZIMMERMAN. Yes, as just an arbitrary figure which we think 
will give us sufficient flexibility to cover these ups and downs. 

Mr. Mason. This is not the same proposal, Senator Williams, that 
we had before. 

Senator WiLuiAMs. It is not? 

Mr. Mason. But it is an adaptation of it, which we felt might be 
more acceptable to the Appropriations Committee. 

The Appropriations Committee has not liked permitting us to use 
& percentage of our income. 

This, ther, permits us to take a percentage above our normal 
requirements. 

Senator Wiiu1aMs. From my early findings in my State, I think 
you should get support for this so that the work can be accomplished 
when the workload is heaviest. 

Mr. ZIMMERMAN. Yes, sir. 

Mr. Mason. We have always felt, Senator Williams, that this was 
important, since the people were paying to have this done. We 
ought to do it for them. 

Senator WituiaMs. No further questions. 

Senator SpARKMAN. Mr. Zimmerman, as I understand the state- 
ment you gave us was really a summary, and you would request that 
the detailed statement be placed i in the record. Is that right? 

Mr. ZIMMERMAN. That is right, sir. 

Senator SpARKMAN. That will be done without objection. 

(The detailed statement referred to follows:) 


STATEMENT OF JULIAN H. ZrmMMERMAN, COMMISSIONER, FEDERAL HovsinG 
ADMINISTRATION 


Nineteen hundred and fifty-nine was the Federal Housing Administration’s 
25th year of service. It was established in 1934 to facilitate sound home financing, 
encourage improvement in housing and housing standards, and to facilitate the 
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flow of money into home mortgages. FHA does not make loans, or plan or build 
housing. It provides insurance against loss on specific types of loans made by 

rivate lending institutions. In addition to its regular programs of insurance of 

ome improvement loans and loans for the construction and purchase of homes 
and for rental housing, FHA has a number of special insurance programs. These 
include mortgage insurance on housing for the elderly, cooperative housing, 
housing for the armed services, nursing homes, housing in urban renewal areas, 
and housing for the relocation of families from urban renewal areas and families 
displaced by governmental action. 

s of December 31, 1959, FHA had written insurance totaling over $61 billion. 
Since FHA’s establishment in 1934, the proportion of home ownership has in- 
creased nearly 50 percent. In the 50 years prior to 1934 this proportion had 
increased less than 7 percent. Today, home ownership in the United States is 
the rule rather than the exception. More than three of every five families own 
the homes in which they live. Homes can be financed on sound and reasonable 
terms. Foreclosures on home loans have been at a low level for many years. 
Working with private industry, FHA has had a significant part in these develop- 
ments. It has helped 5% million families to own homes and has helped provide 
housing for over 840,000 families in rental or multifamily projects. In addition, 
close to 23% million home improvement loans have been insured. 

FHA is self-supporting. It charges a premium on the loans it insures, and this 
income, together with fees and interest on investments, pays all FHA operating 
costs and maintains insurance reserves to provide for losses. Reserves amount to 
over $800 million and are considered adequate, but not excessive, in relation to 
outstanding obligations. 

Last year was one of the biggest years in FHA history. Over a million property 
improvement loans amounting to about a billion dollars were insured, an average 
of about 5,000 loans per banking day. A total of 555,000 dwelling units in new 
homes, existing homes and rental housing projects were financed with insured 
mortgages, a 21 percent increase over 1958. 

Mortgages insured on existing homes set an alltime record with 305,000 units. 
This was almost 20 percent higher than the previous record year of 1958. 

Two-hundred thousand units of new homes were covered by FHA insured 
mortgages in 1959. This number was exceeded only in 1950 and in 1948. 

January operations of- FHA in new home construction were marked by the 
usual midwinter lull. New-home applications for FHA insurance were down 10 
percent from December to 16,300 units. Seasonally adjusted, the FHA new-home 
volume was off 13 percent to an estimated annual rate of 264,000 units. Con- 
versely, the level of existing home applications increased by 5 percent to 23,800 
units; a seasonally adjusted increase of 9 percent to 381,000 units annually. 

The Housing Act of 1959 added $8 billion to the authorization for FHA mort- 
gage insurance. This brought the aggregate authorization to $37,784 million. 
By the end of 1959, the unused insurance authorization had been reduced to 
$6,560 million. At that time there were outstanding $2,920 million of agreements 
to insure. Experience indicates that less than half of the agreements may be 
presented to FHA for conversion to commitments. There may be available 
therefore during 1960 about $5 billion of insurance authorization plus recoveries 
from repayments of outstanding insured loans or cancellations of outstanding 
commitments. Forecasts of construction activity at any time are difficult, 
particularly in the months of January and February, but as the construction 
season advances it should be possible to estimate with more accuracy whether 
the available authorization is adequate. The committee will be kept fully 
advised on the status of the authorization. 

Under title I of the National Housing Act FHA cannot insure property improve- 
ment loans made after September 30 of this year. Also, the maximum amount 
of loans which may be insured and outstanding at any one time under this program 
is $1,750 million. At the end of 1959, outstanding insurance of property improve- 
ment loans is estimated at $1,553,100,000, leaving available unused authcrization 
of $196,900,000. With current net use continuing, the authorization will be 
exhausted in June or July. 

Legislation has been requested which would extend the program indefinitely 
and remove the ceiling on the insurance authorization. If legislation is not 
enacted early in the year, it will be necessary for FHA to impose some type of 
controls on the home improvement program. This should be avoided if at all 

, possible. 

In order that the committee will have all the information available on the 

status of FHA insurance programs, complete statistical information, cumulative 
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and current, on the operations of each of these programs is being furnished for the 
record. However, I would like to discuss the progress on certain new programs 
and a few of the major administrative actions taken during 1959. These actions 
were in contemplation of improvement of FHA operations, looking to greater 
efficiency and better service to the public. 

The new FHA housing for the elderly program authorized by the Housing 
Act of 1959 has made a good start. Applications for 14 projects totaling over 
1,800 units are pending under this program. This includes applications for 7 
projects of 800 units which had been received under the previous section 207 
program. Seven commitments have been issued and the mortgage on 1 project 
of 207 units has beeninsured. Thirty-one projects with over 3,500 units have been 
insured under the previous section 207 program and commitments for 9 additional 
projects with 766 units are outstanding. 

At the present time, 18 nonprofit housing projects for the elderly have been 
completed and are occupied and 18 more are under construction. Applications 
continue to come in for nonprofit housing for the elderly. 

A totally new concept of FHA mortgage insurance was embodied in the nursing 
home program authorized by the Housing Act of 1959. The nursing homes to 
be provided under the program have more aspects of a hospital than of a home. 

FHA wished to formulate a sound program which would conform to the wishes 
of Congress and meet the need for care of the chronically ill and the aged. This 
we believe we have done. 

The prospective sponsor must comply with the statutory requirement that the 
State agency, designated in accordance with the Public Health Service Act, has 
certified, first, that there is a need for the nursing home and, second, that there 
are in force in the State or in the location of the proposed home reasonable 
minimum standards of licensure and methods of operation for nursing homes. 
Insofar as FHA is concerned, it intends to regulate the facility as little as possible, 
looking to the several States for enforcement of their requirements for continuing 
licensure. 

Mortgagors may be corporations, trusts, partnerships, or individuals and will 
be regulated by charter and/or regulatory agreement as applicable. FHA will 
not concern itself with income of the project or charges to patients, but will in 
processing determine the adequacy of both for purposes of securing the mortgage 
risk. The mortgagor, or the entity of which he is a part, must operate the facility 
under license and inspection by the State or locality. The insured mortgage will 
not cover the cost of special medical or therapy equipment. While such equip- 
ment may be an essential facility for the skilled nursing homes to be provided by 
this program, the law authorizing the program does not make provision for 
inclusion of such facilities in the mortgage. 

The loan-to-value ratio is 75 percent, and the mortgage limit is $12,500,000. 
It is to be amortized over a maximum 20-year period under a combination de- 
clining annuity plan. The maximum interest rate is 54 percent. 

The FHA architectural standards governing construction of the facility envision 
sound, safe and adequate accommodations meeting or exceeding the requirements 
of the several States. They may well serve as the model for proprietary nursing 
home construction throughout the Nation. 

Complexities of the program have necessitated continuous work since enactment 
of the Housing Act of 1959 to develop complete standards and procedures for the 
field. These are now ready for distribution to the 75 field offices. 

Several projects are in the preliminary stages under the new section 221 pro- 
gram for profit rental housing provided by the Housing Act of 1959. Other 
applications for insurance are expected in the near future. 

The 1959 act also authorized a new section 810 military housing program. 
The Secretary of Defense is expected momentarily to sign the working agreement 
required by this program between FHA and the Department of Defense. The 
program will then proceed immediately into operation. 

The provision of the 1959 act relating to trade-in housing was put into operation 
in September, but has more recently been expanded to cover other transactions. 
We feel that this expanded program will facilitate the trading in of older homes 
for purchases of both new and existing homes by avoiding duplication of closing 
costs while assuring that in every instance FHA’s equity requirements will be 
met. 

Under the program escrow commitments, wherein the mortgagee escrows the 
difference between the loan permitted the occupant owner over the nonoccupant 
owner, are issued in four kinds of circumstances: 

1. An operative builder may obtain an escrow commitment in lieu of the builder 
firm type. 
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2. A person or firm selling a house and accepting another in trade may be the 
escrow commitment mortgagor. 

3. A transaction which involves a homeowner who desires to sell his present 
house and purchase another, the seller of the second house, and a third party, 
such as a real estate firm or broker who purchases the first house from the home- 
owner. 

4. An individual owner seeking to refinance for the purpose of using the loan 
proceeds for purchase of another home may obtain an escrow commitment. 

In each instance at least 15 percent of the mortgage proceeds are escrowed, de- 
pendent upon the acquisition cost of the home purchased under this plan. Where 
cost is below the FHA appraised value that difference as well as the 15 percent 
is held in escrow until the home is sold to an occupant owner, or for an 18-month 
period if not sold, then applied to reduce the principal of the mortgage. 

During 1959, a so-called ‘‘coordination plan”’ used in the title I property im- 
provement loan program was expanded. Under this plan, the Comptroller of 
the Currency, Federal Reserve Board, Federal Deposit Insurance Corporation, 
the Federal Home Loan Bank Board, and certain State banking departments 
each reports to the others unsatisfactory conditions found in examination of 
lending institutions. There was a sharp drop in the number of claims in 1959 
for insurance. In 1959, 19,891 claims were paid in contrast to 23,047 in 1958. 
There has also been a decline in the delinquency rate and a continuing elimina- 
tion of unethical dealers in the FHA home improvement field. These favorable 
trends result in part fromt he coinsurance requirement. However, the ‘“‘coordi- 
nation plan’ and the more comprehensive counseling and guidance given lenders 
by FHA financial representatives in the field have also been major factors. 

The certified agency program (commonly referred to as CAP) has been given 
close attention and its area of operation broadened. This program was estab- 
lished on an experimental basis in the fall of 1957 to make FHA insurance of 
home loans more readily available to small communities remote from FHA field 
offices. The program is now being used in nearly all the field offices. It permits 
local lenders, with the assistance of local appraisers and inspectors to process 
mortgage insurance applications. Over $300 million of loans have been insured 
under this program in the past 2 years. Almost 32,000 mortgages were insured, 
including 5,291 new homes. Total commitments are 41,746, including 8,575 for 
new construction. Without CAP, FHA assistance would not have been available 
to many purchasers of homes under this program. 

Delays in processing applications for mortgage insurance in FHA field offices 
have been lessened by the use of fee appraisers. The use of fee appraisers when 
FHA field offices have more applications for mortgage insurance than staff ap- 
praisers can handle without accumulating backlogs, was inaugurated in 1958 and 
‘continued during 1959. Fee appraisers are trained in FHA standards and pro- 
cedures and their work is reviewed regularly. The use of fee inspectors is now 
under consideration to avoid delays in FHA inspections. 

Last fall the first meeting of a director’s advisory committee was held. The 
committee is composed of 12 field office directors from different sections of the 
country. This will be a continuing advisory committee. Through the committee 
actual operating experience in the field is utilized for improvement of FHA 
policies and procedures. 

Late in the year two special staff committees made comprehensive surveys of 
FHA’s operations under the section 203 home mortgage program and the section 
207 rental housing program. 

All together these groups made 112 recommendations, ranging from minor 
matters to major procedural changes. Some of the changes in procedures growing 
out of the surveys and recommendations have already been put into operation. 
Other recommendations of the committees are under intensive study now with 
a view to immediate implementation of those determined to be feasible and 
worth while. 

On December 11, 1959, a new combination declining annuity plan for the 
amortization of section 207 rental housing mortgages was made available to 
sponsors on an optional basis. This action was expedited by the recommenda- 
tions of the director’s advisory committee. This optional plan provides incentives 
to sponsors of rental projects in geographic areas where, for example, rents have 
not changed sufficiently to reflect the change in cost of construction and financing. 
The new plan eases the financial burden of debt service for the sponsor in the 
- early years of a project while occupancy is being built up. 

The combination declining annuity plan uses a variable increase factor (accel- 
erated) whereas, the old accelerating curtail declining annuity method is based 
upon a constant accelerator. Either plan is available to a rental housing sponsor. 
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The new plan calls for financing requirements which include interest at the rate 
of 514 percent and a first principal payment rate of 12 percent, in addition to 
FHA’s mortgage insurance premium of 0.5 percent. The older amortization 
plan differs ia several ways from the new plan. One of the differences is in the 
first principal repayment rate. The older plan calls for a first principal payment 
rate of 2 percent, as compared with a rate of 14% percent under the new plan. 
The lower principal repayment rate means lower debt service payments for the 
same amount of loan in the early years. The second way in which the new plan 
differs is in the rate by which the payments to principal and interest decrease 
over the life of the mortgage. The payments are lower to start with under the 
new plan but decrease at a slower rate in the later years than under the old plan. 
Although the monthly payments to principal and interest under the new plan 
are lower at the outset than under the old plan, on a typical new project, payment 
under the new optional plan will fully amortize the mortgage in a slightly shorter 
period. p ; ; 

A similar step has been taken to facilitate financing of section 220 multifamily 
projects by changing the method of amortization in somewhat the same manner, 
The former initial curtail payment of 1.3 has been reduced to 1. 

A major step forward was accomplished in July 1959 when FHA’s new minimum 
property standards went into effect. As a result of this, builders can rely upon 
a single set of standards for home construction. Prior to this there were many 
variations in FHA’s minimum property requirements. In 1951 there were 53 
separate editions of minimum property requirements. This number had been 
reduced to 21 in 1956. The new minimum property standards are applicable 
anywhere in the United States. In areas where special standards are needed to 
meet local conditions, local acceptable standards are issued to supplement the 
minimum property standards. Related minimum property standards have been 
issued for low-cost housing. All segments of the building industry participated 
in developing these standards. 

In addition to being better for builders, efficiency of FHA employees is increased, 
and there is much less complexity and paperwork as a result of the coordinated 
standards than was involved with the numerous requirements and revisions 
previously applicable. 

An important change for the protection of homebuyers will become effective 
April 1, 1960. After that date, grade-marking of board and framing lumber 
used in housing built under FHA inspection will become a mandatory require- 
ment in all FHA field offices. 

FHA intends that homebuyers shall rely upon FHA’s inspections and construc- 
tion requirements. Many home purchasers make no additional efforts to learn 
whether the house they are buying is structurally sound. The FHA minimum 
property standards require that certain grades of lumber be used for certain 
purposes in housing. This has been a requirement for many years. Experience 
has shown that it is impossible for many FHA inspectors to determine with ac- 
curacy whether or not this requirement has been met unless the lumber is grade- 
marked. As long as 10 years ago FHA started in the direction of requiring 
that certain lumber be grade-marked. FHA field office directors were given 
authority on an optional basis to impose the grade-marking requirement. Twelve 
field offices have since then, starting at varying times, required grade-marking. 
It has become increasingly apparent that in order to protect homebuyers it is 
necessary that this requirement be imposed by all of the FHA field offices. 

The additional cost of a house as a result of this requirement is insignificant. 
The protection to the homebuyer is significant. He is assured that substandard 
lumber will not be used for the basic structure of a home that he purchases with 
the assistance of an FHA insured mortgage. 

Additional ways and means should be found to induce the flow of money into 
the mortgage market. Various sources of funds are being considered, including 
investment funds in the hands of individuals. One step in this direction was 
taken in 1959 when, for the first time, a public offering of participations in FH A- 
insured mortgages was made. Two private corporations have been formed who 
offer to the public participations in FHA-insured mortgages. There seems to be 
growing interest in this type of investment operation and it is hoped that it may 
result in channeling into home mortgages a substantial amount of the funds held 
by individuals and others who are reluctant to invest directly in home mortgages 
because of servicing and other problems. 

The maintenance and conservation of the Nation’s housing inventory are vital 
to the country. Studies are underway by FHA to determine how its programs 
can contribute more to the conservation of housing and neighborhoods. In addi- 
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tion, top officials of FHA are working with top officials of the Urban Renewal 
Administration and the Office of the Administrator on a committee established 
to determine ways of improving FHA’s participation in the rehabilitation and 
conservation phases of urban renewal. 

While FHA makes a large contribution to the maintenance and conservation of 
housing and neighborhoods through its property improvement loan insurance 
program, and to an increasing extent through its urban renewal housing program 
(secs. 220 and 221), this is a problem which must be given increasing attention. 
It is a complex problem because it involves all levels of government—Federal, 
State, and local—and in addition lenders, builders, and realtors. Then there are 
of course, the numerous human factors which have to be dealt with in the conserva- 
tion and maintenance of housing and neighborhoods. 

Studies are now being made of the requirements which must be met in order 
for property to be eligible for insurance of mortgage loans for rehabilitation and 
conservation purposes. Possible needed readjustments in standards applied to 
appraisals of property values in urban renewal areas where an entire neighbor- 
hood is being rehabilitated are being studied. The urban renewal area and the 
urban renewal plan for the area are important considerations in FHA require- 
ments and appraisals. FHA and URA are working together to find additional 
ways to coordinate their respective procedures and standards in order to make it 

ossible for FHA to do more in financing rehabilitation and conservation of 

ousing in urban renewal areas. 

An administrative decision has been made to permit the same allowance for 
builder’s profit and risk under all multifamily programs as are permitted under 
the section 220 program. This, in effect, will encourage the use of other FHA 
programs, particularly the section 213 cooperative housing program, in .urban 
renewal areas where they have not heretofore been generally used because of the 
differential in the profit and risk allowance permitted under section 220. It is 
hoped additional methods can be found to assist conservation and rehabilitation. 

As is generally known, the state of the mortgage money market has a direct 
impact on the use of FHA programs. Market conditiors are continually under 
review to ascertain whether the FHA permitted interest ceiling reflects a suffi- 
cient return to attract the needed funds. In order to offset discounts and the 
reduction of allocation of-funds by lenders to FHA-insured mortgages, the interest 
rate ceilings were increased in September. Our statistics indicate that stabiliza- 
tion has occurred and the mortgage market has remained steady for a number of 
weeks. We believe that present FHA interest ceilings are truly competitive and 
will remain so. 

The Housing Act of 1959 authorized the Federal Housing Commissioner to 
-lower downpayments required under the sections 203(b) and 220 home mortgage 
programs for houses valued over $13,500. It was made clear during hearings 
before this committee that the Commissioner’s authority to reduce downpayments 
was discretionary and was to be available in case of need. 

This authority has not been exercised. Reports received by FHA indicate 
that the demand for housing remains high but the availability of mortgage fuads 
is still affected by a generally tight money market. Lower dowmpayments would 
not stimulate an increase in the availability of mortgage funds. On the con- 
trary, liberalizing of mortgage terms under conditions a tight money market 
would only serve to aggravate the demand over supply and make discount charges 
higher. 

The historical parallel in 1957 supports the conclusion not to liberalize mortgage 
terms at this time. Almost identical money market conditions and a moderate 
level of FHA applications occurred duiing 1957. Likewise an easing of housing 
starts was in existence at that time. Under those conditions the liberalized loan 
limits authorized by legislation in July 1957 were made effective, along with an 
interest rate increase in August. Responding immediately to these actions, the 
seasonally adjusted level of new home applications rose in August and both new 
and existing home applications rose in September. The money market, however, 
remained tight so that increased moitgage money was not forthcoming. The re- 
sult was that by October and for the rest of the year applications fell back to the 
midyear level—even dropping below that level for existing homes. 
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Operations under sec. 203 during 1959 





| Total New | Existing 


Operations 


| 


Num-| Amount Units| Num-} Amount Units| Num-| Amount Units 


















ber | ber j | ber 

Sec. 203, total: | | 
Applications !__|791, 261 (2) 809, 571/347, 114 (2) 8, 220/444, 147) (2) 461, 351 
Commitments__/|504, 269 $6, 247, 382, 011/515, 322/213, 357 $2, 772, 050, 02 3, 958 290, 912)\$3, 475, 331, 984 301, 364 
Insurance _.__..|460, 966, 5, 646, 751, 875/471, 210/182, 230) 2, 357, 042, 25 2, 648) 278, 736) 3, 289, 709, 620/288, 562 
BOI ioc dues Sassari Raceiantiasshieatnicdmataae I skal ccsigrsessat Seen Seobmed ae Sie tsi teprcuees 

Sec. 203(i): 3 | | 
Applications __.| 18, 139 () | 18, 139) 18, 139) (2) Le eit Coa dans manclawawaen 
Commitments__| 14, 985 118, 187,025) 14, 985) 14, 985! i 8 4A 8 4 ee eee Sa cman 
Insurence. ._.-- | 14, 462 113, 730, 200; 14, 462) 14, 462 I i stale 
Set. Baie ae eee ieeterens noes ie Seem Le coseee pose et nk open nl ac mace 

Sec. 203 CAP: 3 | 
Applications __.| 27, 821 (?) 27,826; 6, 513) (?) 6, 513) 21, 308 (2) | 21,313 
Commitments_.| 23,180) 269, 283, 212) 23,185) 5, 307) 68, 127,390) 5,307) 17,873) 201, 155,822) 17,878 
Insurance. . ..-- 23,482) 271, 665, 930) 23,486] 4, 893 62, 594, 150) 4, 893) 18,589) 209, 071, 780) 18, 593 
ONE coo cat hates Scoot eee Le iacocenesoe | 1,602)--_--_. en ere ae tat 


| | | | | 
1 Includes applications on which agreements to insure were issued. 

2 Not available. 

3 Operations under sec. 203(i) and sec. 203 CAP are included in figures for sec. 203 total. 


Agreements to insure outstanding Dec. 31, 1959: Cases Units 
EE ee anaes ua weweebnsns we 142, 811 143, 248 
NE dee ee nicaine mE Enea eea ane 64, 284 65, 834 

Bc amor meUemesew er bembeauwoewbucech eckane 207, 095 209, 082 


Operations under sec. 207 during 1959 projects 





Total New Existing 
Operations * , 
Num-| Amount | Units} Num-| Amount | Units| Num-| Amount | Units 
ber ber ber 
Applications_-.....-. 208 |$431, 210, 532 |28, 678 202 |$429, 599, 020 | 28, 316 6 $1, 611, 512 362 
Commitments. -..- 124 | 182, 793, 700 | 14, 414 122 | 181,814, 900 }14, 155 2 978, 800 259 
Insurance.........- 94 | 186,831,176 | 14, 096 92 | 185, 531, 176 |'3, 762 2 1, 300, 000 334 





Operations under sec. 213 during 1959 homes 





Total (all existing) 


Operations 
Number Amount Units 
I le is oe ab iene bbuacbeinencabaneed 1, 484 (1) 1, 484 
in dhe hein aces aioli 1, 538 $21, 970, 650 1, 538 
a Re eee eee: 2, 162 31, 231, 400 2, 162 





1 Not available. 


Operations under sec. 213 during 1959 projects (all new) 


















Total Management-type Sales-type 
Operations 
I Units | Num-]| Amount Units | Num- Units 
ber r r 
Applications._-____-. 519 36 | $86,071,874 | 4, 726 483 |$124, 076, 400 8, 299 
Commitments. --_- 261 26 48, 039, 550 | 3, 228 235 59, 700, 900 4, 076 
Insurance... --..--- 125 25 44, 605, 700 | 3,056 100 19, 795, 400 1, 396 
Rice: cc tetera nies cartnd abeardiemade aan A Pe Eid ei ok>eeaeonnce 1, 672 





aS At 
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Operations under sec. 220 during 1959 homes 





Total New Existing 

















Operations 


Num-] Amount Units Amount Units | Num- Amount Units 


























































ber ber 

Applications !_....- 368 (?) 448 (2) 323 66 (2) 125 

Commitments. ---- 159 $1, 855, 570 194 $1, 603, 070 146 28 $252, 500 48 

Insurance......-..- 163 2, 348, 700 238 2, 091, 050 204 | 26 257, 650 34 

BiettR inks cewenaned Pebeniraletineenneninicbenenet eeebia entree 144 | esc ceadincrescoeemntntatipee Ra 

1 Includes applications on which agreements to insure were issued. 

2 Not available. 

Agreements to insure outstanding Dee. 31, 1959: Cases Units 
a a la EN ai cat iene ven gy ae 121 121 
DRUID oso ance Dimas Sin mine wae a oe Ena ata 10 28 

INS odd cons tessa eae I gs alee co toes cont eerie ee a kee eS 131 149 
Operations under sec. 220 during 1959—Projects 
Total New Existing 
Operations | 4 
Num-} Amount Units | Num-| Amount Units | Num-| Amount Units 
ber ber ber 

Applications......- 30 | $83, 417, 854 | 5, 262 25 | $83,015, 804 | 5,232 5 $402, 050 30 

Commitments. ..-.- 31 93, 184, 800 | 6, 408 30 93, 140,000 | 6, 402 1 44, 800 6 

Insurance.........- 33 | 100, 133, 200 | 7,623 a 8 RA) eee eee ee ee 

GRNTE  .. wth cncinin n]onngud Hanabeawakdendst stiles anatnespseberanenss UE Daciacws Saath lewnseminedalinainaieiie 

Operations under sec. 221 during 1959—Homes 
: | 
| Total New Existing 
Operations 
Num-| Amount Units | Num-| Amount | Units|Num-| Amount | Units 
ber ber . ber 

Applications !__...}10, 724 (2) 10, 748 | 8,902 (?) 8,902 | 1,822 (2) 1, 846 

Commitments..-..-- 8,033 | $68, 457,750 | 8,041 | 6,695 | $56,897,450 | 6,695 | 1,338 | $11, 560, 300 1, 346 

pS eee 7, 745 69, 474,900 | 7,746 | 6,623 59, 745, 700 | 6,623 | 1,122 9, 729, 200.; 1,123 

DE vnkcidtintcininalcettidh denied scien 4 sani bt done oky PE Ci. aeiiel deniaidcninnan treadinee 

1 Includes applications on which agreements to insure were issued. 
2 Not available. 

Agreements to insure outstanding Dec. 31, 1959: Cases and wnits 
I i esr ett a ae ie ws i ee 2, 691 
PE id tWGhhn cchewennnonuanehhawetes caaemn wate wre wiamune 39 

ge il cle ra ee a as Sane enna gs miab ec ee ete RE 2, 730 
Operations under sec. 221 during 1959 projects 
Total New Existing 
Operations a 
Num-| Amount Units | Num- Units | Num-| Amount Units 
ber ber | ber 

aa ce ed hehe 

Applications-_-.-.-.- 14 | $24,070, 853 | 2,780 14 | $24,070, 853 | 2,780 De se nae J--2---= 

Commitments. ---- 12 18, 039, 100 | 2, 212 12 18, 039, 100 | 2,212 Scenes nmendasmnmnen baie 

Insurance.......--- 6 13, 186, 600 | 1, 545 5 13, 121, 600 | 1, 535 | 1 $65, 000 10 


1, 629 | cnsdess|onccnsaseruwnlwewans 
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Operations under sec. 222 during 1959 




















Total New Existing 
Operations 7 c i is | a . p be 4 ae 
Num-| Amount Units | Num-| Amount Units | Num-| Amount Units 
ber | ber ber | 
a aearshectl neti eral ceatiiiicdest dance bensienincealiinntie 
| | 
Applications-.--- 22, 159 (4) 2,670 |10, 795 | | (‘) |10, 795 |11, 864 | () | 11, 875 
Commitments...| 22, 230 |$293, 506, 563 2 231 |10, 468 \$140, 515, 590 |10, 468 |11, 762 $152, 990, 973 | 11, 763 
Insurance..---.- 22, 517 | 298, 160,900 (22, 517 9, 679 | 129, 767,300 9, oo ce 838 | 168, 393, 600 | 12, 838 
Starts. ..--------|-------+--|-------------|------- pears ere eee ny ene eee [-sesece 
1 Not available 
Operations under sec. 225 during 1959 
Total (all existing) 
Operations plans tnstittipicscatuis mn aitbied ee 
Nugnber Amount | Units 
er hb cnwilitthakebnanebeedietin tune 9 () 9 
Commitments. - - . 5 $12, 295 | 5 
Insurance ---- - a = eet 2 2, 835 | 2 
1 Not available. 
Operations under sec. 231 during 1959 projects 
Total | New Existing 
Operations . = we bi oo. i} mes * Ta i te Seo 
Num- Amount Units | Num- Amount Units | Num- Amount | Units 
ber | ber | ber 
Applications ‘14 | $20,713,200 | 1,828 | 14 | $20,713, 200 | 1,828 |_____- : aoe 
Commitments. - 7 | 10,605,800 | 1,005 | 7 | 10,605,800 | 1,005 |-._-_--| ; 
Insurance 1 2, 066, 700 207 1 2, 066, 700 207 : aise grea 


Starts-_-_-_. ° ‘ 3 — ove patos tied meinen cede 


Operations under sec. 808-ASH during 1959 projects 


Total | New Existing 


Operations 


| Num- Amount | Units| Num-| Amount | Units|Num-} Amount Units 





ber | ber | ber | 
OC Sa eng | wr REE STs Se 
Applications. | 154 |$317, 419,398 19,884 | 154 |$317, 419, 398 119, BE tasin caulsacetw eres bietience 
Commitments. 154 | 314,628,150 |19,882 | 154 | 314,628,150 [19,882 |...___|.............|....... 
Insurance...._-...-| 136 | 261,571,446 |16,184 | 136 | 261,571, 446 16, MR ar. bara et rae ieneers 


Ne ac oneel we eesiee | san <minen pracwneed eniee (Sata. ape ater -|'16,184 | apes 
| | 
1 Armed services housing under military inspection; construction is assumed to have started when 
endorsed for insurance. 


Operations under sec. 809 during 1959 














Total | New Existing 
eat: — | - Sonaead SE 
Operations | eae | | ‘ | | 
Num-| Amount | Units|Num-| Amount | Units| Num-| Amount | Units 
ber | ber | | ber | | 
Applications__-_-_._| 2,016 | () | 2,016 | 1,507 | (1) | 1,507 | 509 (!) | 5 
Commitments. .| 2,012 | $26, 760, 950 | 2,012 | 1,507 | $20,038,700 | 1,507 | 505 $6, 722, 250 | 505 
Insurance _-- - ---- 1,619 | 21, 447, 250 | 1,620 1,068 | 13,964, 650 | 1,068 | 5651 7, 482, 600 552 
ee ce == Sp ehh chek pees | ccndcha baba an [o~bisas-doue 406 | ...---.|---------20.-]--..-. 








>Not available. 
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Summary of FHA operations during 1959 by insurance program 





















































Dwelling units in— Amount of 
a insurance Dwelling 
Insurance program written units 
| Applications| Mortgages | (thousands) started 
received insured 
OT I en 6k heb cna Withee neae 369, 747 200, 222 $2, 562, 611 307, 035 
ae Keciceinidlie 18, 139 14, 462 113, 730 12, 702 
See. 23 (other) ............. cniiniadigaliineaeiamae 330, 081 168, 186 2, 243, 312 285, 995 
Re Th segicien Giro araems | vin lca ssle Maiediie tad Gse, :cins hdl 323 204 2,091 144 
TS ca etindesnsammaaaieie 8, 902 6, 623 59, 746 6, 890 
OS a ee 10, 795 9, 679 129, 767 896 
SE 8 ona acne cau manealsmcionaen 1, 507 1, 068 13, 965 408 
Existing homes._-.....-.---- kinase ceea dha Neate unas «ATT, 199 a “305, 271 . Pe rs cart tonnteinnsnlint 
BE Un oni oct ead cer mes nied i cewetinmane acaba 461, 351 288, 562 ain cmiessrmereane 
I ln, tetalcinsciebstite icepieniisniamadnine cad aecieiie 1, 484 2, 162 SIE crtsicintcncimnenelaaie 
a Be ie nacasdcnstonnazaniees pitaimepeien ees Se 125 34 ci ieaierpeciccnaennaes 
I go aioe ecaticc bern ncsimiwawamcmaniemeds 1, 846 1, 123 DF iecwcccnsecane 
Ok ae I Eee | 11, 875 12, 838 TOE hecicnnawanson< 
RRR Spc ee on eee at 9 (2) as 
Sec. 800_...... sdikaahinb cia cackraee ee ean | 509 | 552 Tact pleads 
ii RI lo a kt a rm on ne | 71,065 | + 43,763| «626,825 | 25, 438 
i ES benceteacocacuinneieneid S eaat ie 28, 316 13, 762 185, 531 12, 330 
oS eee alt atta ie miko ad 8, 299 1, 396 19, 795 1, 672 
UTI ia oe eine aks Fs Seatac aneaienas 4, 726 3, 056 44, 606 2,7 0 
IT = cthdvonen ad oaubonnistimonniaataece said 5, 232 7,623 | 100, 133 7, 207 
terete ante eee eas ee 1, 535 13, 122 1,529 
OG Mm 3 beeen editiatae mar elise acts S akuucteaaniciai eee 1, 828 207 I tions cxmenpeenin eee a 
I ii tpriscindititinn cans cdaehients mene 19, 884 16, 184 | 261, 571 a 
En a oe ee 392 np tats 
: mal a ama ol 
NI thes igs ics ws een ee ce 362 334 | ee sa 
ee ee ee ae ee et eee ore das 
IR se a ne en ee eee eed eat ilialiadiiiars Pee Ee cent aetabow ad 
TRE EE Se ee Tee Ce ey ee 10 GR lsistied a 
Property improvement: Sec. 2.........---..---- rs os eee a ae --| : 996, 642 |..------------ 








1 16,184 units started under sec. 803 with Defense Department inspection. 


CuMULATIVE Activiry UNDER FHA PROGRAMS 


LIST OF TABLES—CUMULATIVE OPERATIONS, 1934-59 
Title I: 
Section 2. Property improvement loans (see table under 1959 operations). 
Section 8. Small homes. 
Title IT: 
Section 203. Homes, total operations. 
Section 203(i). Farm homes. 
Section 207. Rental projects, total. 
Section 207. Elderly housing projects. 
Section 207. Public housing disposition. 
Section 213. Refinanced cooperative homes. 
Section 213. Cooperative projects, sales and management. 
Section 220. Redevelopment homes. 
Section 220. Redevelopment projects. 
Section 221. Relocation homes. 
Section 221. Relocation projects. 
Section 222. Homes for servicemen. 
Section 225. Open-end mortgages. 
7 — 231. Elderly housing projects (Housing Act of 1959). 
itle VI: 
Section 603. War and veterans’ emergency homes. 
Section 603-610. Public housing; home sales. 
Section 608. War and veterans’ emergency projects. 
Section 608-610. Public housing; project sales. 
Section 611. Refinanced site-prefabricated homes. 
Section 611. Site-prefabricated projects. 
Title VIII: 
Section 863. Military (Wherry) and armed services (Capehart) projects. 
Section 809. Civilian personnel homes. 
TITLE IX: 
Section 903. Defense homes. 
Section 908. Defense housing projects. 
Summary report of operations. (See table under 1959 operations.) 
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Status of title I, sec. 8, home mortgage operations as of Dec. 31, 1959—Total 
































Piet morteores ingured................-.-...---+---- 
I og nn nc en cneeusewasceucee eee 


| 4,391, 922 | 
1, 901, 050 | 








$35, 560, 713, 810 


11, 139. 848, 541 





construction 
Status of operations Number Amount Units 
RE NN cia, 5 muarheeeiaicue won puree racine 60, 992 1) 60, 992 
RNID WIR MINN = on cocoons cesowcccoscscceceoce ve wsena-< thiwtissaceoesrescctloostwsseteseic 
Applications examined..............-..--.---------- 60, 992 | (1) 60, 992 
Less net rejections. ...............-... eared Scie eee 8, 143 (1) 8, 143 
Total commitments issued..-.......-.-..-.-.-------- | 52, 849 $268, 031, 209 | 52. 849 
i a cine 14, 509 (1) 14, 509 
eee lilies sia . on — nema tl 
Net commitments issued___........-.-.-...-.------ | 38, 340 (1) 38, 340 
I ealamiaebiainie = --| ae a ee all aces : hea 
Dey EE ROG oe cemsccmewscnccewnece 2 38, 345 2 204, 260, 000 2 38, 345 
a eeuinwinat at de -| 6, 205 31, 706, 900 6, 205 
Mortgages in force........ = 5 taal ‘ oan 32, 140 172, 553, 100 32, 140 
Terminations by type: 
Prepaid te fill. .......-.-.-- i aries ein iii laietnc tenis enna 3, 610 18, 065, 600 3, 610 
la iain ains ae paccmnbe 1,719 8, 832, 000 1,719 
Derelt terminations (totel>...............<......-.-. 874 4, 800, 300 S74 
Mortgages assigned to FHA.___------ deirlinadees deanciicdeivii ‘ mare 
nn a ncatinwonunenneniiome 
ne  eenaabtbeee . ee 
Ne ee nn ce ptnaneneccues 798 4, 402, 850 79S 
Teen TT eT cuwememne 76 397, 450 76 
SS EARLE ; e Sedat ein cio we sariaedaesnditie’ 
ek ceeetien enue Sete eas . 
Other terminations. _.-.......-- chanted wabvawicee 2 9, 000 2 
ST Aha 8 ES SES eS a aS 6, 205 31, 706, 900 6, 20 
1 Not available. 
2 Adjusted to agree with comptroller figures. 
Status of title II, sec. 202, home mortgage operations as of Dec. 21, 1959-— 
: Total construction 
ee — mM " 
Status of operations Number Amount Units 
mes Ceemee oe Sk Ac eden dee teburencs. 8, 164, 422 | (1) 8, 447, 063 
- Less applications on hand 2_................-.-.-...-.---- | 224, 376 () 226,872 
Applications examined _-_ _- ee a ee 7, 940, 046 (1) 8, 220, 191 
| a Ce RSE 1, 042, 600 | (1) 1, 114, 261 
Total commitments issued...........---------------| 6, 897, 446 (1) 7, 105, 930 
Raee mee GEOG. 6 oo co nc cc weccs die lala abide biases | 2, 277, 143 | (@) 2, 232, 263 
Net commitments issued _ -_...............-.-.-.-.-- 4, 620, 303 (1) 4, 873, 667 
ad 228, 381 | i) 231, 751 





I a 2,490,872 | 24, 420, 865, 269 (1) 
Terminations by type: 
I 1, 522, 936 | 8, 756, 733, 237 () 
a 333, 242 | 2, 160, 046, 154 1) 
Default terminations (total) __...........-..-...------ 18, 117 126, 898, 487 1) 
RUIN rcs teeenarlinsecemnancdon Dis Beas teats re a tes Se 
I nu cl cemnthnncme none bom eEbee Le Pe ee ee a 
En ccnmmenenimmacticeeenie Leen is ni eae keten eo See we sen 
ee od 7 ae 11, 836 | 85, 314, 561 | (1) 
ACS rer re 6, 281 41, 583, 926 | (1) 
ey GOES Cg. nnncnanenneacdetace 7 | 67, 750 (1) 
I tea 26, 096 | 92, 736, 914 (1) 
Other terminations.._.............- Soe 625 3, 365, 999 (1) 
I kes bnee Se SL a ene ae ae ANE 8 ee 1, 901, 050 | 11, 139, 848, 541 | (1) 


1 Not available. 
2 Includes 207,095 ATI’s outstanding with 209,082 units. 
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Status of title II, sec. 203(1), farm home mortgage operations as of Dec. 31, 1959— 


New construction 


























Status of operations Number Amount Units 
Ppiipeiaes CNR ein oo. celeccbbackse<dcabaensoas 25 ) 25 
Te SIA i I ora ce cca Senesdennnseeeneds la dee bes ctnees daakdnbedbshcupeaha aeweneguuneess 
Apeieptions Gramimed. .... ....cnncunnccsancccaccesses 25 () 25 
RNG SG oo siciininccitnncenenbonstneasetverces —-8 (4) —8 
Total commitments issued 33 $239, 950 33 
ee ON SE Re MOAT AA SX se ER TOS 5 () 5 
De eI TONNE onc entinccennicncccnsces 28 ) 28 
Se dig ono ae merece nduacincussaeewenenen f ) 4 
RR IG oor ncn dncccccnssdeenssas 24 174, 400 24 
Re alo satkesscic inne amish iictinnemebeerin einen lociigntbenimnietee ehh hebteniestee tdamkanbana 
NN gli ccna cncdeksiidcemsmmekikibanaie 24 174, 400 24 





Terminations by type: 
Prepaid in full 
I fo os ni cnndindbndbabebeesedsdliicinamahibaenpepensiaber 
Default terminations (total) - - - 
Mortgages assigned to FHA. -- 

i ccsscennawaeneoaeieaeenenne 


i ean cine mahn puinsseammam baa eee eee G 


a NI ies emindaaietnbisae eens oul 
Te lta hot nnencuanedtindn cumditenddaaemainieee amen 
no ns nc acedaccamnennmecbbacosnandinnbat 
IR nel nn ainmaiingenensseabiien iadpemmeaeneveue 
Other terminations 


1 Not available. 












2 Reflects rejection of cases 46-052666, 46-054812, 46-056240, 46-056913, 46-057888, 46-058457, 46-058464, 46- 
058656 and 46-061975 as nonfarm and reopening as farm. Also includes reopening of 46-062180 which was’ 


rejected as farm. 
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Title II, sec. 207—-Summary of operations under the housing for the elderly program, 
cumulative as of Dec. 31, 1959—Total construction 





Status of operations Number Amount 
Applications received aie 61 $61, 931, 250 
Less: 

Preliminary rejections (net) -..-- 


2, 139, 600 
Applications on hand. ---- 


11, 009, 550 
48, 


6, 


on 


Applications processed -.-- - - 
Less final rejections (net) 


on 
| onto 


Total commitments issued-. 41, 990, 100 | 
Less expired (net) --.-.-- 4, 289, 900 | 


ry 
~~ 


lw 


Net commitments issued ---- 37, 700, 200 

Less outstanding-.-_-- 6, 806, 400 
Mortgages insured (net) - -- ees ease 31 | 30. 893, 800 | 

Less terminations-_-- axa | 





30, 893, 800 | 


Mortgages in force 


Terminations by type: 
Prepaid in full 
Supersessions - _------ 
Default terminations (total) 
Mortgages assigned to FHA 
Held__-- = : 
Sold with reinsurance. -- 
Sold without reinsurance 
Title acquired by FHA~-.----_-_- 
Projects acquired by FHA--- 
Held__-_- e 
Sold with reinsurance 
Sold without reinsurance 
Sold-mortgage held by FHA--_-- 
Withdrawals_- priate Sis te 
Matured loans-- 
Other terminations 
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Title II, sec. 207, public housing disposition only—Summary of project operations 
as of Dec. 31, 1959—Total construction 








Status of operations Number Amount 


Applications received 2, 763, 800 
#SS: 
Preliminary rejections (net) -...-. scehsis indiaiiaietdictetalacshiniiiacdh ae 
Applications on hand_ 
Applications processed g 2, 763, 800 
Less final rejections (net) 
Total commitments issued , 763, 800 
Less expired (net) 347, 500 
Net commitments issued é 2, 416, 300 
Less outstanding 


Mortgages insured (net) 2, 416, 300 
CT heim im aeiemeens area aaa : 908, 800 





Mortgages in force f 1, 507, 500 


Terminations by type: 
ef Catia >enkenanae—n enna 
RE aR RG SRS SE Sc PN 
Default terminations (total) 
Mortgages assigned to FHA....-------------- ie 
Held 
Sold with reinsurance 
Sold without reinsurance 
eae 
al Sa 


Sold without reinsurance 
Sold—mortgage held by FHA 
Withdrawals 
iS oe. 2 8 Ae binebabenmenesenl 
EES SEE eae ene 














STATUS OF APPRAISAL AND ELIGIBILITY STATEMENTS OPERATIONS 


Requests received () 
Less: 


Requests in process (@) 
Rejected (net) (1) 


Appraisal and eligibility statements issued () 

Less: 
Outstanding (‘) 
Expired (net) ‘ () 





Statements converted @) 


1 Not available. 


NoTE.—Statements of eligibility involving 7 projects for 1,265 units were transferred from secs. 608-610 
during October 1954 and subsequently expired. 





STATUS OF HHFA PROGRAMS 55 


Status of title II, sec. 213, single family home mortgage operations as of Dec. 31, 
1959—Existing construction 


Status of operations Number | 





Applications received 
Less applications on hand 
Applications examined 25, 042 
I I rie nannies 74 
cliaaidsidudeiisslipataniod dcapedieictmaiataninenietten 
Total commitments issued 24,968 | $285, 594, 350 
Less net expired 129 





Net commitments issued 24, 839 ( 
Ir I ie eicleaesienitencialenahaiaaaed 147 I 147 


Net mortgages insured 24,692 | 281, 902, 100 24, 692 
Less terminations............_- zs ies 1,470 13, 729, 750 1, 470 





Mortgages in force 23, 222 268, 172, 350 23, 222 





Terminations by type: 
Prepaid in full 8, 351, 250 
ke a ee a bomipdiawe é 3, 124, 000 
Default terminations (total) 

Miortmemes easemed 00 FEA . . ..o<scsnccncdccnccccce 
ESE "Daa 
ee DOINGS BF iin dinnccnsencodchncnmacnas 

Homes acquired by FHA 

Te ne a i ec cmmemmnminein 

Voluntary terminations 
pO ee See ee eee 
Other terminations 








1 Not available. 
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STATUS OF HHFA PROGRAMS 


Status of title II, see. 220, redevelopment home mortgage operations as of Dec. 31, 
1959—Total construction 


Status of operations Number Amount 


Applications received 1, 987 0) 
Less applications on hand ? | 140 ) 
Applications examined 1, 847 (‘) 
Less net rejections--.----.- Ee ee eee 136 | 3) 
Total commitments issued_-_--..---.--..------ cieicamacnel 1,711 
SIO IE os oeeretesss4cuaeeses oe te OE eer ee tn? 


$18, 545, 120 
354 | (') 
Net commitments issued . 357 
Less outstanding 


(@) 
138 () 


Ne ee eo kanabeermenainmen ia 1,219 | 
Less terminations 


14, 094, 750 
11, 200 





Mortgages in force_._.....-.------- a tilteltcatan Geena “14, 083, 550 
Terminations by type: 
Prepaid in full ; 11, 200 
ah aghdioenasirencniaguoaaanee 
Default terminations (total) : 
Mortgages assigned to FHA_._.-------------------- 
Sn RUIN TNT SP tee ca 
Pan SURI PE oon ebro mnenncnnnon 
Homes acquired by FHA.--_---- a ae te 
Withdrawals i 
TN Tn  taacceemsinsowicnanenivercvce 
Matured loans__---- | 
oo ree bee rraes se hcl itns 


Total_- ; eae 








! Not available. ; 
2 Includes 131 agreements to insure outstanding with 149 units. 





Title II, sec. 220—Summary of project mortgage operations as of Dec. 31, 1959— 


Total construction 


| 
Status of operations Number | Amount 


Applications received 

Less: 
Preliminary rejections (net) 
Applications on hand 


112 | $303, 199, 457 


14, 471, 000 
48, 943, 757 3, o12 





I I aio asicisis cic bennett 239, 784, 700 18, 775 
Less final rejections (net) 


810, 000 90 





Total commitments issued 238, 974, 700 18, 685 
SiC Ie ee 8 ea racks wees ea See cnncccemeaoes | 194, 300 21 


Net commitments issued 238, 780, 400 18, 664 
Less outstanding : : 7, 032, 600 





Mortgages insured tet). deisel galeieea SE Sake 201, 747, 800. 
Less terminations ‘ 


Mortgages in force 


Terminations by type: 
Prepaid in full 
Supersessions 
Default terminations (total) 
er tHeld I BIR ITI 6.6 Sivike ncckinrmrewwwnewls 
fel 


Sold without saldmenes yun laaulantnbaiheraneuntiettininiears 
TE Ne OF Be nvtc cece deucewccecaewen 
Projects acquired by FHA 
Held 
Sold with reinsurance 
ee lmeshetedakdnaiedeckeeee eae able | 
Sold—mortgage held by FHA 
ok oa camped nn miguuekenace DANG ROMmEMeAsegial bai ekd we wenn asennad. 
RI Sn ae toad canenue Sema rae ae eaee 
NE cn ctinicedepiinttthnncadcdoawonss 








ween eee een enenns Joa ee enn-eeee-- 
| | 

jw ww en nnn ewww wn | o-oo ewww een ween! one eeecce -se-0 
| 


- Se | GSS 
tees... A Lk a aE a tee tela 


| | 
wecereeececess eee eee 
| | 





58 STATUS OF HHFA PROGRAMS 


Status of title II, sec. 221, relocation home mortgage operations as of Dec. 31, 1959— 
Total construction 





Status of operations | Number | Amount 





Applications received | 26, 560 
Less applications on hand 2 | 3, 417 

Applications examined _ - 23, 1 3, 143 
Less net rejections. ______- 2, 890 | 1 , 925 


Total commitments issued ; * 20,210 | $169, 554,950 | 218 
Less net expired 1, 164 (‘) , 164 


Net commitments issued 19, 046 | (1) 9, 054 
Less outstanding , ; | 6, 371 (1) 5. 378 
Net mortgages insured | 12, 675 | 113, 830, 450 12, 676 
ns is hereminlaow estaba noel | 53 441, 000 (4) 
Mortgages in force ; | 12, 622 113, 389, 450 | (1) 
Terminations by type: ia 
Prepaid in full 41, 950 
Supersessions 3 2 14, 400 
Default terminations (total) = 384, 650 


Deoremnnns Geena £0 TEA ., « 2c ccc ccc cccccescennnce 
Held or sold by FHA, 
Title acquired by FHA 
Homes acquired by FHA 
a wcnbincmimaannils 





Voluntary terminations 
as Sach cnictsipioicrac Gilg mianeh sevghinsasnioe Siete 
as al racine esneeceeievicta vances | 


a eich pialano mimes 











1 Not available. 
2 Includes 2,730 ATI’s outstanding with 2,730 units. 


Title II, sec. 221—Summary of project mortgage operations as of Dec. 31, 1959— 
otal construction 


Status of operations Number Amount 


Applications received _--..----.---- kkucebenieekimesiace 33 $48, 244, 582 


5. 
ESRI AUD oo wine cn dimanassanicdnenmccendecouss be eNeasttarand 
Applications on hand- 12, 350, 600 | 





Applications processed 5 35, 893, 982 
Less final rejections (net) __ - 212, 000 | 





Total commitments issued _- 35, 681, 982 | 
la wisn ono winenie anna ncniensilic 1, 208, 300 

Net commitments issued 34, 473, 682 | 
Ne ee ee ogo iicen ca camoekhnsneomnnwen a 3, 961, 000 
Mortgages insured (net) 30, 512, 682 
Less terminations ‘ 


Mortgages in force 








Terminations by type: 
Prepaid in full 
a afta deen mearecbiinemkes Nena eeloeiab ines salons BS Sates 
Default terminations (total) 


iE... .. . cmnadinptinnemanhbebehapemebamad 
Held 
Sold with reinsurance.---.-.-. .- .----..- chp bbuniciatchcenstels rink thhnthknoe se Rehnees+aennesn 
Sold without reinsurance - - - 
on nn inc eandennaneesadinne st eth Dantsehededs dibeeencses «<2 sn 
I in icccepionionnsmmsimsemee meme pe mcies fniake 
I a 
EOE EE EEE, LOTTIE, A a ) VE an 
Sold without reinsurance _ - - 
rin cin ennnennanelanvesnne WNCMibatendusetneSe diRsbeewseckcce di 


Withdrawals 
[ ate cenienngee eee LTR ees bet) |S 
Other terminations 











STATUS OF HHFA PROGRAMS 


Status of title II, sec. 222, home mortgage operations as of Dec. 31, 1959—Total 


construction 


Status of operations 


Applications received 
Less applications on hand 2 


Applications examined 
Less net rejections 


Total commitments issued 
Less net expired 


Net commitments issued 
Less outstanding. - 


Net mortgages insured 
Less terminations 


Mortgages in force 
Terminations by type: 
Prepaid in full 
Supersessions 


Default terminations (total) 


Mortgages assigned to FHA 
i OR in ccwamnatonarkaccneensen 
po Of |) ea 
oe SS EO) een 
a a ak a easiest 


Voluntary terminations 
TEE Rane eck wen caemnend ncn wmnkma nae 
en I nS oa a ehanearning nue ioweaepineaieaeutas 


Number 


78, 366 
548 

77, 818 
3, 557 


74, 261 
2, 478 
71, 783 
4,011 


Amount 


(1) 
Q) 


(1) 
@) 


() 
() 
(1) 


$984, 852, 800 


Units 





67, 772 
2, 965 


902, 170, 730 
38, 240, 300 





64, 807 
1, 691 


863, 930, 430 


22, 434, 450 
14, 955, 650 




















1 Not available. 
3 Includes 1 ATI outstanding with 1 unit. 





Status of title II, sec. 225, open-end mortgage operations as of Dec. 31, 1959—Ezisting 
construction 


Status of operations 


Applications received _ 
I en eer amieauineewncbolanken 


Applications examined 
Less net. rejections 


Total commitments issued_. 
Less net expired 


Net commitments issued 
Less outstanding 


Net mortgages insured 
Less terminations 


Mortgages in force 


Number 


Amount 

















Terminations by type: 
Repaid in full 
ae ai adi canine 
Default terminations (total) 


Mortgages assigned to FHA 
Held or sold by FHA. 


po Re, 
PE IONE IS TEE Bao iccecccwnncnnensawencncah- 


Withdrawals 
Voluntary terminations 


Matured loans... 
Other terminations - -- 


41 Not available. 














60 STATUS OF HHFA PROGRAMS 


Title I1, sec. 231, elderly housing—Summary of project mortgage operations ' as of 
Dec. 31, 1959—Total construction 


| 
Status of operations | Number Amount Units 





Applications received_--...........---- $21, 035, 500 
Lass: 
Preliminary rejections (net) 
Applications on hand 


~~ 10, 429, 700 | 
Applications processed __-- -- 10, 605, 800 
Less final rejections (net) 





Total commitments issued 
Less expired (net)... -- 

Net commitments issued pit ei a caus eee 10, 605, 800 
Less outstanding caeaed = 5 8, 539, 100 

Mortgages insured (net) _ - Peer in 5 ianiancnmesnndaneisle 2, 066, 700 
Less terminations sae 


Mortgages in force 





Terminations by type: 
Prepaid in full_.-... ; 
Supersessions ---.--- Ki ities 
Default terminations (total) 





Mortgages assigned to FHA 
Held Di ikke de cents 
Sold with reinsurance __- 

Sold without reinsurance 
Title acquired by FHA_- 

Projects acquired by FHA 
Held é rea 
Sold with reinsurance __- 

Sold without reinsurance . 
Sold—mortgage held by FHA 


Withdrawals 
Matured loans --. 
Other terminations .. 





t See housing for the elderly under sec. 207 for operations prior to Housing Act of 1959. 










STATUS OF HHFA PROGRAMS 61 


Status of title VI, sec. 603, war and veterans’ emergency home mortgage operations, as 
of Dec. 31, 1959—Total construction 
































Status of operations Number Amount Units 









A paiement GOONIES Si eicecc eto tcin cnow a vamisd essa nsengpceee> 








677 : 
ee NI oe Cane soon eden imeieeamen ba sis Saison chasse Eee Maced 
EN GUI. aos cn cdeccccccencssckesocas wath 833, 677 | (1) 917, 119 
NE SE ona es hice weipeiareab cm gauteaemss guanaewnen 81, 043 | (4) 90, 437 
= i iia ste sciceall eae 
Fe i ed icteumane 752, 634 (1) | 826, 682 
ane WIRE I oro roo oe ence tec eane beet ee oe 128, 114 (') | 136, 808 
oa — nS feo peceee a 
an can akdairainaeermetioe 624, 520 $3, 645, 794, 200 689, 874 
Oa ik 5 ic crsdlccinals sada eidasititghch Slatabonaniclgeanieshacenininioganaldepammaaannt ss osilaptgttahas heise anieiarepieisieliatstecs iano valet 
seth acaianeagedhain Rik cei antec ke ee 
Net mortgages insured_.-...............-..-- ee ee Se 624, 653 | 3, 645, 216, 761 | 2 690, 007 
TRG EE es Gatcticicnciictncaiacuneclc atihambincionnliaeh aan 425, 630 | 2, 307, 147, 292 | (4) 
ners 
Mortgages in force._...-.-. = aisndl haehddlineri aaa tart xoigate aie se 199, 023 1, 338, 069, 469 | (4) 
Terminations by type: | 
sek res lo teeta seat llini sriiniigtindacs inlaaiaatc 316, 774 1, 707, 018, 380 | (1) 
Supersessions - -__---- weit saben bess pias Miniti-ss ss aguiciigeie md weenans 94, 351 508, 965, 762 (?) 


Default terminations (total) 


Mortgages assigned to FHA 
Held or sold by FHA 











Tip aoqaes be PHA; +... cebicotaccoumee eee eee eee Se auainaee 
eS Ce 2S Se ee eee ee ee ; 11, 656 74, 383, 500 (2) 
Whnererek......<..~.2... Fe cchaphecscr nls nastier stan 2, 562 | 15, 589, 800 (4) 

Sap I IE, nse sccacadvacoremeoeiciniaeeoueamramares Ree oiened idk iia tohelp ececniaieclinadtites Miceth saiosistin scat 

rE > erent ena gaids Skanwelibdeleasencate 131 517, 000 3) 

Other terminations-_--_....._._- whiee Bs ke rnnre a Se 156 672, 850 (4) 
a a a tS ee 425,630 | 2,307, 147,292) () 









1 Not available. 
2 Adjusted to agree with comptroller figures. 


Status of title VI. sec. 603-610, home mortgage operations, as of Dec. 31, 1959— 
Existing construction 









Status of operations Units 





a 3, 582 | () 5, 614 
Less applications on hand | 





Applications oxamined 


Da a 92 | (*) 199 
Total commitments issued............................ | 3, 490 $16, 753, 400 | 5, 415 
TS rn ooo tho eeieccncnecatbwciswacinineen 128 ) 259 
























Sr POI OIIINI Te ee womnoe cin 
Less outstanding | 


ee INIT I aecheniens 3, 363 | 16, 108, 500 | 2 5, 157 
I a a a cat cae aualuwen 1, 263 5, 154, 350 | (!) 
NN i ssccnsthiseenencewmvasiutil 2,100 | 10, 954, 150 | () 
Terminations by type: | ro ote 
i ee decade | 1,019 | 4, 172, 400 (‘) 
ce legen | 220 908, 300 () 


Default terminations (total) 


Mortgages assigned to FHA 
I i en Saints 
Title acquired by FHA | I ge 

Tiemes aomuwes tye WA... soon n wen ncn 13 | 45, 850 | (1) 

Withdrawals 









eh Beinn schctsactssdlvadscmssasins 

re een eo aucawaneel 10 | 24, 800 | (!) 

Rr III 5 coc cctwccucccmucamncmesne asian bee oe <odarieiecell ih sia Jah asnale acai ein ie tanacetiinnetes 
ee ee See. oe” hl 







1 Not available. 
? Adjusted to agree with comptroller figures. 
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STATUS OF HHFA PROGRAMS 63 


Title VI, sec. 608-610, public housing disposition—Summary of rental project 
operations as of Dec. 31, 1959—Total construction 








Status of operations | Number Amount 


| 
Applications received peut atte awikmiGaG iat 29 | $8, 499, 800 | 
Less: | | 
Preliminary rejections (net) - —- 
Applications on hand__-- 
Applications processed __-_-.._-.---- te 29 | 8, 499, 800 
Less final rejections (net) ; . eee : si 88, 400 
Total commitments issued_----_.---- eats ee, 25 | 8, 411, 400 | 
Less expired (net) eee ene ae ale 2 | 51, 900 
Net commitments issued | 23 | , 359, 500 | 
Less outstanding 
Mortgages insured (net) _ -- - ibs 2% 8, 359, 500 
Less terminations ---- are : ; : 2, 167, 200 


Mortgages in force _- : eee esas , ), 192, 300 





Terminations by type: 
Prepaid in full ; : , 904, 600 | 
Supersessions - - . 

Default terminations (total) 262, 600 
Mortgages assigned to FHA- | 
Held _ _- 
Sold with reinsurance 
Sold without reinsurance 
Title acquired by FHA 
Projects acquired by FHA . 262, 600 
Held : 
Sold with reinsurance 
Sold without reinsurance _ _- (262, 600) | 
Sold, mortgage held by FHA 
Withdrawals 
Matured loans 


Other terminations 
11 | 


STATUS OF APPRAISAL AND ELIGIBILITY STATEMENTS OPERATIONS 


} 
Requests received - 


Less : 
Requests in process . ee Be fas 
Rejected (net) : : ae: 52 : 13, 440 


34, 969 


Appraisal and eligibility statements issued _--- ; 2 21, 529 
Less: 

Outstanding ( 
Expired (net)- 


18; 819 


Statements converted__._- ; gaa 19 . ‘ 2,710 


' 


! Outstanding eligibility statements covering 7 projects for 1,265 units transferred to sec. 207 during 
October 1954. 
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PROGRAMS 


Status of title VI, sec. 611, single family home mortgage operations as of Dec. 31, 





1959 


Status of operations 


Applications received - 
Less applications on hand-_---.-- 


Applications examined._-_. 
Less net rejections _--_- 

Total commitments issued _. 
Less net expired 


Net commitments issued -_-.- 
Less outstanding..-- 


Net mortgages insured _- 
Less terminations_.- 
piertesess 0h Sree... .......00s20----00 
Terminations by type: 
Prepaid in full 
Supersessions a 
Default terminations (total) _» 


Mortgages assigned to FHA 
Held or sold by FHA__- 
Title acquired by FHA. 

Homes acquired by FHA-_- 

Withdrawals 


Voluntary terminations__. 
Matured loans... 


a ie a . 


1 Not available. 


Existing construction 








Number Amount Units 

! 

107 | () 107 

107 | (1) 107 

8 | () i 8 

99 | $694, 000 | 99 

24 138, 250 | 24 

75 555, 75 75 

75 555, 750 75 

10 73, 700 0 

65 | 482, 050 65 

7 | 51, 400 | 7 

2 15, 200 | 2 

1 7, 100 | 1 

ae 

1 | a 1 

| bas cls cbs iain testes 

10 73, 700 | 10 





Appl 
Less 
E 
A 


Less 
Less 
Less 


Less 
Mor 
Tern 


' 
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Title VI, sec. 611, site fabricated houseng—Summary of project operations as of 
Dec. 31, 1955 \— Total construction 














Status of operations Number | Amount Units 
E. tee ge a — satel Sesh i 
| 
IN FORIIE ioe eile cccedn wed nnsnbdensweakie< 74 | $30, 511, 630 4, 958 
Less: | | | 
Preliminary sections (net)... ..<..5...6 S22 ak PT ginsss fonnge a ae cat Is ac eed 
OE OS CRS a ee A a ee eS ae, ee bch ee ih ciaidde hoon ncaa 
Be I isles sass chitin asinine | 74 30, 511, 630 | 4, 958 
RE Te PN TG isis cecctcee i nw dnt dp tisdeda ween Ganmhe | 35 | 14, 704, 800 2, 342 
ee ae eee 7 eS 
"otal commiiements ene 5g. be eee ec ndensncs | 39 15, 806, 830 2, 616 
Re srk eercrkics cnwnenecectecndasessneneeddosssan | 14 | 3, 816, 200 632 
ee eS ne ng dukaapiaamend | 25 | 11, 990, 630 | 1, 984 
ie Ge eno. ccnntncancediinaadecutoee ae ee 5 A RRS 
DNS TREO CID 5 o ohio cn cack tonne decawcdencccuun 11, 990, 630 1, 984 
ee ee ee 11, 990, 630 | 1, 984 
1 ninickjeuibensihianiai Es i cccamicbatindetlesasal 
Mortgages in force_....... sels eicaetn els ts mpl eer saem ee ccseinecc ieee toe eh al arsttes doe: ian okt lie satin piaaaeiaors 


Terminations by type: 
I ca emnmeannounreieedl 25 11, 990, 630 1, 984 


Sees DONUIIGEDINS (QUID |... . once casncccmdesescdasewss Boy oh a hece aan Ba scchoralphenestibsial ioc Ab adios eens 
PIE EIDE OU BREE to sin icncgaccesduncendnnenegienson=es ~---|----------------|------------ 
Held_. 7 . nae | a 


Ey Ce OR on acs. to ebecusnnboskpaee ee tas idk tn orstaiarndge ecm eiemaesoeos 
ee er SO oh  ldanciensasaduaiowduoman 
Eee IIE BP ide wiecicconenvucnscsdscduecnae Sores tei doeietas 

RNES MONIIIIOS WF FE Rinses ccccesncnccgecesse Mi ccctchsdimde Sd nna dk nice chee 
Be....... | 


I ah ease sien amin dL nieametbien einen 

es Seer I eo ennai nealancecoseubans picked 

Sold, mortgage held by FHA. .............-......-.-- alr an inti ioe 
ne hte se eh dace pad tdaleebpoesebenbnes 
Matured loans Saat ent | 


Other terminations_-._......--- | 


Total 











1 Final report. 
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68 STATUS OF HHFA PROGRAMS 


Status of title VIII, sec. 809, civilian employees’ housing (research and development 
of armed services) as of Dec. 31, 1959—Toval construction 





se 
Status of operations Number | Amount Units 
Applications received - . ce a 6, 641 | (‘) } 6, 645 
Less applications on hand_ : satan 114 (‘) 114 
ay ee eee ae 6, 527 | (‘) 6, 531 
Less net rejections i. : ; ace cece 549 () | 549 
Total commitments issued 7 a alee 5, 978 $74, 366, 590 | 5, 982 
Less net expired aie a 1, 232 (') | 1, 234 
Net commitments issued_.-. miki nid 4,746 (1) 4,748 
Less outstanding cleans 3 ete eee ob ae 1, 073 () 1, 073 
Net mortgages insured. ct ie 3, 673 | 47, 240, 700 | 3, 675 
Less terminations........._..-- baer ee 17 | 185, 400 (1) 
Mortgages in force...._._. : cS et ae a 3, 656 47, 055, 300 (‘) 
Terminations by type 
Prepaid in full_____- ; BP eee ; 8 | 91, 050 | (1) 
Supersessions._..__- ; : eA et sea eal M8 83, 500 | (1) 
Default terminations (total) , 1 | 16, 850 (') 
Mortgages assigned to FHA_ x . 7 ee r 
i i Ee a cca inckiceadag iawn ceedunalcanacend . 


Title acquired by FHA = : Slee sie is bee ania rl 
Homes acquired by FHA___-_- Se eas 1 10, 850 | 2) 
Withdrawals. cite a ‘ 
Voluntary terminations... __ 
Matured loans 


NN nn pone damenetead er nas 
= a so cneeanoeinicnctiines 
a 17 185, 400 
i 








1 Not available. 


Status of title IX, sec. 908, home mortgage operations as of Dec. 31, 1959—Total 





; construction 
Status of operations Number | Amount | Units 
Applications received ae Sel tel pe oe 97,627 | (‘) | 109, 933 
Nee ee ee nn eg cab wbadbau end actvaisocnepoudecinw ete pide pokes ho micas viele 
Applications examined_.___- cet ee ed etree oe ee 97, 627 (1) 109, 933 
Less net rejections --.__.._-- ‘cmpabeaibecmibanaie | 30, 315 (4) 33, 436 
Total commitments issued...__._____.__-------------- 67,312 | $598, 659, 490 76, 497 
Less net expired. --- ae Spittal ei ae ar - 10, 152 1) | 10, 751 
Net commitments issued_....-........-- iicncaacicptaa dctcennsion 57, 160 | 1) 2 65, 706 
I i ceili a mlamaianio ccciaaiatil cis Lai ta ere . 
I oo lntaetnabiotlnummuiu 57, 156 | 517, 270, 150 | 3 65, 702 
Less terminations_..._...__--- Sted si rameania te 13, 093 | 115, 773, 900 (1) 
I et 44,063 | 401, 496, 250 (1) 
Terminations by type: 
os are iareiecclan he aie uncon spaees 2,322 | 20, 248, 900 (1) 
Supersessions - _- : kis sisi aiacleaie cal ie 1,413 | 11, 983, 250 | (1) 
Deflauit terminations (total). ........................-. a 9, 358 | 83, 541, 750 | (1) 
Mortgages assigned to FHA...................-.........- lout dh eee ee ee 
I es einen Pine ed _ ee ok é, 
I icin picine nthe nomghinxectunie | cc deedioane S hls nal ce cracls ewe 
Homes acquired by FHA-____- ee es oe ees | 9, 354 | 83, 508, 950 | (1) 
I Oe aie | 4 32, 800 | (?) 


Voluntary terminations___- as os = celal 
Matured loans.- eee te olaedhiecs OS } 





en se sac thomas oi eee _| 13, 093 | 115, 773, 200 | (1) 
! ! 





1 Not available. 


, 2? Includes adjustment of minus 40 units in special inventory of commitments outstanding on June 30, 
1954. 


8 Adjusted to agree with comptroller figures. 
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Title IX, section 908, defense housing—Summary of rental project operations as of 
Dec. 31, 1959—Total construction 



































Status of operations Number Amount Units 
DE COI ai oa ci se eR da icnnencuncsnecon= 182 $121, 468, 705 15, 792 
Less: 
Preliminary rejections (net) ----- Gebietes Shaina a snaee’e 70 47, 213, 7 5, 726 
STINT i oa cnet mene ku ane ae pene cues salad iletenn akamiciad agua aamiincceracers 
DE III noose icin caticte sn accasccascnntse 112 74, 255, 005 10, 066 
A IID oie cli BSS nn ci cccacmeccensenen 2 180, 000 25 
OR TI ois oi eialein cc ccinnsenncenexs 110 74, 075, 005 10, 041 
I I oe Nid itecicg co ainencndcastemnbancennenannn 12 10, 535, 400 1, 540 
ee SIONS ORO, 66. nececi sc ocederbeccdccmeden: 98 63, 539, 605° 8, 501 
NS oo on ansa ccacende bonne ahesnsndndnntibane cewdihiewuesasssduacedlasenenkoaden 
ee a a a eee 97 63, 426, 605 8, 485 
RI ioc cc cchdbalnccemaannessmammmmiamaaie 31 16, 731, 400 2, 260 
a oii aetna aii enn ainanmrennts 66 46, 695, 205 6, 225 
Terminations by type: ele ; "elas Aw 
NI aa ee oy GENE dicnmnandseininn 1 314, 900 40 
I Nah. oc cbdin el gittin midis oinwawaibineninteshncemane | hase enioecorech ogee eae ie Se RE ahs Daas a 
Eee permeimetions Geta 2.6... <nssei ccc ncoemcccnanes 30 16, 416, 500 2, 220 
Morteases assigned te FHA... .................-.......- 25 15, 050, 900 2, 030 
a initia ca deepeiasasietunston (16) (8, 286, 900) (1, 140) 
I centr etuat balances wckiamea) wig cae eaid neeeiie Puaie necaiccneiee 
es ncaa akubmeaeivannancimdbokal ne ea a ae a 
ee CIE Or EE hilo nko nen oe ccccntcnnerecn ee (9)} (6, 764, 000) (890) 
Projects acquired by FHA.............-.--------------- 14 8, 129, 600 1, 080 
UU cate tte eh Sew cise imei etisalat laseenanbbisibnaddied | (7) (5, 423, 000) | (716) 
I ae gaat tected Were hore Bee Ceeee 
nen Ween CRINIIINND eos cecccnscccccee (1) (147, 900) (20) 
Seed. moremiee nen Dy RHA... ..6cciccccccccanscnes- (6) (2, 558, 700) (344) 
a a ea ae aha wach wie ceics piancenicn esis Ira esiecees srecieencmraeaieaiaians cue etoee 
ES aE 2 ea: eee eee J eal cdteGsabe ated acne 
Ur INI etc EU Ea cu cuntoumaminonnee Since oladaeilena citi’ bates Gaecbaceca ‘ 
i gar ine cnranitin cmemaegmesincesainnunaiaeins 31 16, 731, 400 | 2, 260 








1 Excludes correction cancellation: 1 project for $113,000 and 16 units. 


Mortgages and loans insured from the beginning of each FHA program to date 

















Cumulative 
Type of mortgage, title and section of the act and a ae 

construction status 

Number | Units Amount 
— — _ —_|— ——— -| ——— — _ ar | — —_——— 
ns RR a 6 in acendncdbvcsesennnn 5, 271, 660 | 5, 497, j +41, 430, 075, 652 
es |= — — — = — 
TITLE I | 

Sec. 2: New small hemes. ena aa Oleg at ok deca on a aetna | 46, 115 | 46,115 126, 610, 534 
SE, Be. SO aneccesces joie Cuteibian edeiavaacti ol cudnt ni eaee artes 38, 345 38, 345 204, 260, 000 
itentiinie Ra te n kc bb cnseavaneuncn 37, 916 | 37, 916 202, 065, 200 
I I ce ictacnianstalib Snienta mins aaielaicd 429 429 2, 194, 800 

TITLE I ' 
i en | 4, 391, 922 4,541,916 | 35, 560, 713, 810 
in RI RRNA a ns Pw cacCaduu 51, 467 | 51, 467 356, 732, 900 
NT Si oc RE Soc enasedcbaescsabhenes 2, 004, 358 | 2, 038, 823 16, 184, 073, 725 
Existing housing__---.---.- , 336, OF . 451, 626 | 19, 019, 907, 185 
Sec. 213: Refinanced home mortgages. ceeicmidhcnaceeash ae 24, 692 24, 692 | 281, 902, 100 
Sec. 220: Total_. : Peeciedd oa 1, 219 | 1, 305 14, 094, 750 
New ibaa eleae S|: ee ek eee ee 1,181 | 1, 256 13, 690, 400 
Existing redevelopment housing. --- --- baéeg 38 49 | 404, 350 
= ———— =|= — — —— — = — 
i NB 5c anddnccawebsmnncaesnbodtebecenesaacen 12, 675 | 12, 676 | 113, 830, 450 
II, IN ee ay onde se | 10, 198 10, 198 | 92, 444, 550 
Existing relocation homes... - ice a ol aia 2,477 | 2,478 | 21, 385, 900 
eked | —s- 67, 72 | 67,772 | 902, 170,730 
New homes for servicemen...------------------.-.-...«- | 22, 607 | 22, 607 302, 157, 650 
Existing homes for servicemen. .----------------------- | 45, 165 | 45, 165 600, 013, 080 
OG, Tees SONI MROTRINNR ios cc ecininwscsndeccacsscinses \ (50) (50) 101, 417 
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Mortgages and loans insured from the beginning of each FHA program to date— 


Continued 





Type of mortgage, title and section of the act and 
construction status 


TITLE VI 
Sec. 603: Total_. 


New Housing. 
Existing housing_- 


Sec. 603-610: Public housing sales 
Sec. 611: Refinanced home mortgages. 


TITLE Vill 
Sec. 809: Total_. int ie 


New civilian housing : 
Existing civilian housing__- 


TITLE IX 
Sec. 903: Totel_. 


New defense housing....------ aS 
s»xisting defense housing.. - - 


Project mortgages: total 


TITLE II 
Sec. 207: Total 


New rental housing. 


Sec. 213: Total 
New cooperative sales housing 
New cooperative management housing 
Existing cooperative housing 

Sec. 220: Total 


New rental housing 
Existing rental housing 


Sec. 221: Total 


New rental housing 
Existing rental housing 


TITLE VI 
Sec. 608: Total 


New rental housing 
Refinanced rental housing 


Sec. 608-610: Public housing sales 


Sec. 611: New site-fabricated housing 


. 803: Total 


D 
z 


Military housing 
Armed services housing 


TITLE IX 


Sec. 908: New defense rental housing 


Total home and project mortgages. --.....-.---------- 


MANUFACTURED HOMES—TITLE VI 
Sec. 609: Total 


Manufacturers’ production loans........-...----.------- 
Purchasers’ notes. ...........---- SOS CGS Seininincnncknaee 


PROPERTY IMPROVEMENT LOANS—TITLE I 


I 


i Not available. 


Neen eee ceria 


Number 








Cumulative 


— ae 3 
Units | Amount 
ase : Ss 

| 











624, 653 | 690, 007 $3, 645, : 216, 761 

"604, 263 | 666, 300 | 3,537, 185, 973 

20, 390 | 23, 707 | 108, 030, 788 

3 363 ~ 5,157 | 16, 108, 500 
75 75 555, 750 

| | 

3, 673 | 3, 675 | 47, 240, 700 
| 2, 479 2, 479 | 31, 576, 800 
1, 194 1, 196 | 15, 663, 900 
57, 156 65,702 | 517, 270, 150 
56, 655 65, 091 | 512, 347, 700 
| 501 611 | 4, 922, 450 
po ae 305 | a 841, 488 | 7, 288, 71, 603 
1, 034 | 111,208 | 816, 759,333 
_——————————— _-——$_ _— —— 

998 | 104, 935 | 794, 134, 275 

36 | 6, 273 | 22, 625, 058 
- MR 56, 615 | "622, 610, 760 
903 25,229} 289,121, 410 
193 31, 355 333, 197, 750 

1 31 291, 600 

| ~=—si«<7S|~St*«éNG 48 201, 747, 800 
weet 16,489 | 201,747,800 
Co a 8, 569 | 30, 512, 682 
— oe. 3, 559 | ” 80, 447, 682 
a 10 65, 000 - 

7,044 465,674 | 3, 440, 017, 459 

| 7,030 "463,724 | 3, 428, 046, 805 
14 | 1, 950 "11, 970, 654 

[ —t—“<ité« 3915 8, 359, 500 
1, 984 11, 990, 630 
892 173,342 | 2,071, 280, 134 

274 84, 883 683, 142, 510 

618 | 88,459 | 1, 388, 137, 624 

97 8, 485 | 63, 426, 605 

5 081.965 | 6,338,925 48, 608, 847, 255 
\=— --- —_—____ _- == "|1> ————— 

| 

756 | () 5, 316, 041 
sn | 3, 196, 482 

2' 119, 559 

—_ | — =— = = 

ly 12, 370, 661, 107 

"28, 639, 296 () | 61, 074, 824, 408 
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Senator SpaARKMAN. All right, Mr. Mason. Next? 
Mr. Mason. Next is Mr. Davern, Acting Commissioner of the 
Public Housing Administration. 

This is Mr. Davern’s first appearance before this committee, but he 
has been in the public housing field as long as we have had a Public 
Housing Administration. He was formerly general counsel and still 
is, for that matter. 

Senator SPARKMAN. Glad to have you with us, Mr. Davern. 
Proceed, sir. 


STATEMENT OF LAWRENCE DAVERN, ACTING COMMISSIONER, 
PUBLIC HOUSING ADMINISTRATION 






Mr. Davern. Thank you, Senator. 
Mr. Chairman and members of the committee, we appreciate this 
opportunity to present to the committee the status of the low-rent 
housing program. Our prepared statement will be confined to basic 
program facts. 

PROGRAM STATUS 






A statistical picture of the program follows: 
Under management, 2,517 projects, including 465,706 units. 
Under construction, 162 projects, including 23,932 units. 
Under annual contributions contract, not under construction, 537 
projects, including 95,300 units. 
Program reservations, 38,992 units. 
Applications, 28,589 units. 
Percent of units occupied—97.7 percent. 
Average number of minors per family —2.36. 
Approximate number of elderly persons in occupancy —80,000. 





NEW CONTRACTING UNDER 1959 ACT 





New contracting is proceeding under the authorization contained 
in the Housing Act of 1959. At the present time activities include 
either reactivation of existing preliminary loan contracts or the pro- 
cessing of new planning contracts for a total of approximately 20,000 
dwelling units. Reports from PHA regional offices estimate that 
annual contributions contracts for approximately 15,000 dwelling units 
will be entered into during the current fiscal year. 










BACKLOG OF ANNUAL CONTRIBUTIONS CONTRACTS 













The number of units covered in the backlog of annual contributions 
contracts (which was of some concern to the committee at hearings 
held last summer) has been reduced from 101,600 to 95,300. Of the 
current backlog 32,700 units are scheduled for construction during the 
present fiscal year; another 35,700 are scheduled for construction 
during fiscal year 1961; and 6,900 units are scheduled for construction 
during fiscal 1962. Contracts for 20,000 units remain in the inactive 
category. 

I would like to interpolate for the benefit of the Bureau of the 
Budget that some slippage is anticipated in the units which are sched- 
uled, and we are very hopeful that some on the inactive list may move 
to the active list. 
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Annual contributions contracts are terminable upon failure of the 
local authority to expeditiously develop projects after 90 days’ 
notice. In November 1959 notices of termination were given in con- 
nection with contracts covering approximately 10,000 units. Similar 
notices are being prepared at this time for the remaining contracts 
in the inactive classification. 

Where there is still need for the project and the locality continues 
to desire it, the Agency does not propose to be arbitrary but will 
grant extensions of time upon a reasonable showing that the locality 
will in good faith prosecute the development of the project within a 
reasonable period of time. 

PIPELINE 


The so-called pipeline or prospective inventory for the program 
includes program reservations (most of which are covered in out- 
standing preliminary loan contracts) for 38,992 units and applica- 
tions for 28,589 units. The program reservations cover the entire 
period since the enactment of the 1949 act. A substantial number of 
these reservations have been inactive for years. The new applica- 
tions are largely for small communities. There is substantial attri- 
tion in applications of this character. 

Notices as to the manner of contracting and invitations to partiei- 
pate in the 1959 act program were sent to all local authorities under 
dates of December 11, 1959, and December 29, 1959. 

A third invitation will be addressed to all local authorities in the 
next several days. At this time local authorities will be notified if 
they do not avail themselves of this opportunity within 90 days, it 
will be assumed that they no longe r desire Federal assistance for low- 
rent housing. Where no response is received, the outstanding reser- 
vation will be canceled. 

Here again the Agency does not propose to be arbitrary. Where 
local authorities demonstrate the need for additional time, cancella- 
tion action will not be taken. 

This procedure is required not only so the pipeline may again flow 
freely but also to enable the Agency to consider the needs of Jocalities 
which are not on the present list. If we were to consider everything 
in the present inventory as being alive, it would more than cover the 
authorization for new contracts in the Housing Act of 1959 and ex- 
clude applications from communities not now on the list. 


SELF-BUDGETING AND AUDITING UNDERTAKINGS 


In accordance with the understanding set forth in the legislative 
history of the Housing Actof 1959, local authorities have been afforded 
the opportunity to approve their management budgets and to employ 
private accountants to audit their operations. To date 91 out of 823 
local authorities, or approximately 11 percent, have elected to under- 
take their own budgeting. 

No experience is available on the proposed use of private accountants 
for auditing purposes. The Agency, as the committee will recall, is 
concerned over the additional cost of this operation to a program 
which can ill afford any increase in costs. Many local authorities 
will not be able to participate in the self-auditing plan because of cost 
factors. 
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In an effort to eliminate duplications of cost in this area, the Agency 
developed procedures designed so that the private audit would serve 
not only the local authority’s purposes but would satisfy Agency 
needs and much of the needs of the General Accounting Office. This 
necessitated consultations with the American Institute of Certified 
Accountants and private auditing firms. The plan was released 
under date of January 21, 1960. All local authorities having fiscal 
years ending on and after March 31, 1960, and those local authorities 
whose operations have not been audited since the end of their last 
fiscal year may participate in the plan. We do not contemplate any 
substantial operation in the self-auditing field because of the cost 
factors. 

THE PHA MANUAL 


The Agency is engaged in simplifying its manual of policy and 
procedure. A new section of 20 pages covering management opera- 
tions has been issued. This section replaces 389 pages of the old 
manual. Copies of this section are tendered for examination by 
members of the committee. 

Statistics and information are as of February 1, 1960. 

This concludes our prepared statement. 

We shall be glad to enlarge on the foregoing information or answer 
any questions relating to the low-rent housing program. 

Senator SPARKMAN. Thank you, Mr. Davern. 

Senator Clark? 

Senator Ciark. Mr. Davern, are you familiar with the recom- 
mendations in the Fisher report? 

Mr. Davern. I have read the Fisher report. 

Senator CLarK. One of those recommendations is in accord with 
the position which the subcommittee has taken for some years and 
which I think the Agency has taken a different view on. 

On page 17 of his report, Mr. Fisher inquires whether the time has 
not come when more responsibility can be delegated to local author- 
ities and the interest of the Federal Government protected in other 
ways than by the minute supervision of all operating activities of the 
local authorities. 

I wonder if you have come to any conclusion as to whether that 
recommendation is sound? 

Mr. Davern. Well, Senator, I think you will note from this 
revision in our manual that we have eliminated a phenomenal amount 
of day-to-day redtape supervision. 

But may I say this: That I think in another part of his report 
Dr. Fisher suggests an excellent substitute for the Federal supervision. 
I refer to his recommendation that there be some matching cash 
contribution at the local level. If this were required, the local 
policing which would automaticaliy follow, would justify eliminating 
most of the Federal supervision. 

Senator CLark. Yes, that is true. 

Mr. Davern. | would like to go a little further into the question 
of supe rvision, Senator. 

The Agency’s activities in attempting to supervise the low-rent pro- 
gram are not based on a desire to usurp local responsibility. They 
flow direc ‘tly from statutory requirements. 
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May I explain that? The original Housing Act, by fixing the 
subsidy in the low-rent program as a percentage of building costs, 
put the Federal Government in the building business. 

Senator CLarK. Let me point out that vour Agency opposed our 
effort to change those statutory requirements. 

My question to you is: Is the Agency still opposed to the repeal of 
those statutory provisions on which you rely for this very detailed 
local supervision which some of us are not in accord with? 

Mr. Davern. As I said before, I think we are on the way to elimi- 
nating much of the detailed minor supervision. 

However, the statutes that I want to mention I don’t think have 
been emphasized to this committee before. I mentioned the law that 
has put the Federal Government in the building business. Other 
statutes in that same area mandate economy in the development of 
the projects, prohibit extravagance in the design and material used 
in the projects, and reserve as a Federal responsibility the approval 
of the award of main,construction contracts in order to secure the 
enforcement of these other statutes. 

I certainly would not recommend that the Federal Agency walk 
away from those statutory mandates. It would be misfeasance if not 
malfeasance. I would certainly not recommend repeal of those 
statutes. 

I do agree with you that this day-to-day handling of trivial matters 
ought to cease, and I think our manual revisions will evidence that 
we are moving in that direction. 

Senator CLark. Let us see if we cannot get our minds together on 
this. 

In the first place, I certainly want to commend you for what you 
indicate is a massive administrative effort to curtail supervision of 
local projects. I think that is fine. Iam delighted you have done it. 
I am a little disappointed it was not done years ago. 

But, now, you say that your detailed supervision is required in part 
at least by statutory requirements. Those statutory requirements 
some of us-have tried to loosen up in the bills we have brought to the 
floor. In each instance the Agency has opposed this. 

Without getting into any particular detail, my question to you is: 
Is your position this vear the same as it was last vear with respect to 
the proposals before this committee to loosen up on statutory require- 
ments in order to give greater local authority and thus justify less 
supervision at the W ashington level? 

Mr. Davern. I think the Senator will recall that the Agency’s 
position last year was a recommendation that we permit local authori- 
ties to go to self-budgeting and self-auditing. 

Senator CLark. I do not want to get into an argument with you, 
we do not have much time. You could answer this question, could 
you not? Is the Agency’s position with respect to the amount of 
supervision re quired of local authorities any different this vear than it 
was last year? 

Mr. Davern. My personal position would be to put on the local 
authority all responsibilities possible. 

Senator CLark. Even to the extent of re pealing statutory impe di- 
ments? 

Mr. Davern. I would not recommend the repeal of those particular 
statutes which I just mentioned as they are determinative of Federal 
costs in the program. 
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Senator CLark. Thank you, sir. I think that answers my question. 

1 would like to have you follow with me, if you will, a little bit of 
this numbers game in order to determine just what the needs of the 
public housing program for additional units are at the moment. 

If you will turn to the first page of your statement I call your atten- 
tion to the entries there for program reservations, totaling 38,992 and 
applications 28,589. That ane mean that you really have pending 
applications for around 66,000 units, would it not? 

Mr. Davern. If you could take those f figures at full face value. 

Senator CLark. | know youcannot. You always put in a one-third 
attrition rate which may or may not be justified by experience. 

So let’s take one-third off that, and we get a net of 44,000 applica- 
tions after attrition. 

Mr. Davern. Senator, if the committee could take the time, I 
would like to hand each member of the committee the list from which 
those figures came, and I would like to review with you the situation 
in the cases that are on this list. 

Senator Ciark. I think that would be helpful and useful to us, 
although I do not think we want to take the time now, although I 
vield to the chairman on what he wants to do. 

Mr. Davern. My opinion is, and the review I would like to make 
with you I think would support it, is that I doubt there are 20,000 
good units on the reservation list. 

Senator CLtark. You do not think there are 20,000 bona fide 
applications pending to take up the 37,000 additional units which 
were authorized by the Housing Act of 1959? 

Mr. Davern. That is my opinion, and I have a volume of evidence 
on it. 

Senator CLtark. And this is why you supported the administration 
in not requesting any more units of public housing? Because you do 
not think there is any need for it? Is that right? 

Mr. Davern. I think there is a phenomenal need for lowrent 
housing. 

Senator CLtark. Then would you develop why you do not recom- 
mend any more units and yet you think there 1s a phenomenal need? 

Mr. Davern. I think the Senator is crediting to me the recommen- 
dation of the President of the United States, and I thank him. 

Senator CLark. I am awfully sorry. I cannot hear you very well. 

Mr. Davern. I say that I thank you for giving me credit on the 
recommendation that has been made, but the Senator must appreciate 
that I do not sit in the councils of the White House. 

Senator CLark. Yes, I understand that. 

Mr. Davern. I can support the administration’s position with 
these facts. In my opinion, the current authorization for public 
housing of 37,000 units will serve-— 

Senator CLarK. Can we not get the microphone up a little bit? 

really cannot hear you. 

Mr. Davern. In my opinion, the current authorization for 37,000 
units of low-rent housing will meet all demands on the program 
through fiscal year 1961. 

I would like to add these facts: 

The program is concerned with extremely serious problems. One 
of them is financial stability of local program. The Federal subsidy in 
the program has increased from 25 percent in 1950 to a forecast of 
88 percent this year. 
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Substantially all of the old projects in the program are operating at 
a deficit. They are being maintained with incomes from the new 
projects, and the newer projects are getting older each year, and their 
income is going down. 

Another atcha in the program is the lack of demand for it. 

Senator Busu. Lack of what? 

Mr. Davern. Lack of demand for it. 

If we would accept this so-called 67,000-unit pipeline as completely 
bona fide, it is a most disgraceful demand when considered in the 
light of the millions of American families who are living in slums and 
need housing assistance. 

Senator CLarkK. What you are saying is that demand does not equal 
the need in any way? 

Mr. Davern. It is almost a confession of failure as far as need is 
concerned. 

Senator CLark. An insignificant amount of the need is being filled 
by the current demand? Is that right? 

Mr. Davern. Yes, sfr. 

Senator CLARK. Now, then, the need would include, would it not, 
at a very minimum, the number of families to be displaced by urban 
renewal, by highways, by code enforcement, and by other govern- 
mental programs during 1960 who were in a low-income status, which 
includes a very large number of family units, does it not? 

Mr. Davern. Yes, sir. 

Senator CLtark. Do you have any estimate of the number of 
families which will be displaced during 1960 by those governmental 
programs? 

Mr. Davern. That would probably be a statistic that we do not 
maintain, but possibly Mr. Walker or Mr. Mason may know. 

Mr. Mason. We can furnish the figure to you, Senator Clark. 

Senator Ctarkx. Mr. Walker, do you have anything on that? 

Mr. Waker. Not specifically. 

Senator CLark. I would like, if the chairman would agree, to have 
you furnish that figure for the committee. 

Mr. Davern. We will be happy to. 

Senator CLark. So that we understand each other 

Mr. Mason. Could we add, Senator Clark, a number of these people 
who are being displaced do not need public housing. 

Senator CLark. Of course, I had that in my question, and I would 
like to have the statement which you furnish us indicate what per- 
centage so far as you can tell are in the income range of public housing. 

(The information requested follows:) 





Hovusinae aNnpD Home Finance AGENcY ESTIMATES ON DISPLACED FAMILIES 


Displacement of families by all types of governmental action during fiscal year 
1960 is presently estimated to number about 75,000. The types of governmental 
action include all phases of urban renewal, highway construction, and other actions 
such as public construction of all kinds, code enforcement, eviction of overincome 
tenants in public housing, and demolition of temporary housing. 

Of the 75,000 displaced families referred to above, approximately 48 percent 
(or around 36,000) are estimated to have family incomes below the maximum 
income limits for admission to low-rent public housing. ‘Eligibility’? for public 
housing from an income standpoint does not necessarily mean a need for such 
housing. Urban renewal relocation experience shows that 62 percent of the fam- 
ilies eligible for public housing are relocated elsewhere. Also, most of the families 
going into public housing have been accommodated through turnover in existing 
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public housing rather than in new construction. In public housing throughout 
the country, there is an annual turnover of more than 100,000 units. 

The above estimates should be regarded as tentative; particularly as to the 
component of displacement by reason of highway construction. For the effects 
of this activity we must look to the Bureau of Public Roads. For the present 
purpose we have used estimates prepared by the Bureau in the fall of 1957 but 
covering the reported period. The Bureau has advised informally that, in the 
time available for this response, they would not be able to examine the current 
accuracy of this estimate toward offering a better one. 

The Housing Agency is working to improve and to extend for a longer time 
period the estimates for the urban renewal and ‘‘other’’ components on the basis 
of experience and a growing body of information. We would welcome thé 
cooperation of the Bureau of Public Roads and will be happy to offer any assistance 
that might be helpful to them, out of our own experience, in developing this 
important data. 





Senator CuarKk. Has it been your experience—and I will ask Mr. 
Walker to listen to this, too—that the carrying out of an urban renewal 
program results in an expanded demand for public housing or not? 

Mr. Waker. Do you want me to answer that? 

Senator Cuark. I do not care who answers it. 

Mr. Wacker. Let me please preface my answer by saying to you, 
Senator, that I quickly agree that public housing is an invaluable tool 
in urban renewal and where there is other Government dislocation of 
people in this lowest of income strata. 

But, Senator, the need has to be evaluated on the basis of demand. 

The need for public housing exists certainly, but only to the degree 
that there are no other facilities either available or that could be 
created for the purpose of serving this particular problem. 

Senator CLtark. This is so obvious I do not think we need to pursue 
it. 

Mr. Wa ker. All right. 

Senator CLark. My question to you was whether in your urban 
renewal experience, when families were dislocated, that you found as a 
generality that many of those families could not be placed anywhere 
except in public housing? In many instances there were not any 
public housing units, so they went right back into slum conditions as 
bad as the ones they left. Has that not been the general experience 
with you in many instances? 

Mr. Watxer. No; I would say that has not been the general 
experience, but I would admit that there are such cases. 

Senator CLark. Does not this condition get worse as a community 
moves from one renewal program to another? By which I mean this: 
That for the first urban renewal program you could probably find 
enough low-rent housing to place the displaced families in without 
the need for additional public housing. But when that community 
moves on to its second and its third and its fourth urban renewal 
program, it is not true that the need for public housing increases each 
time? 

Mr. Waker. I would say, Senator, that there may be the same 
percentage increase for the need of public housing as they move from 
one urban renewal project to the next and the next as there would be 
to marshal all the facilities for relocation, which includes real estate 
inventory, which includes the use of section 221. 

But, basically, Senator, you and I know that even though you may 
define an area and say X number of people here are in need of public 
housing, when you actually get down to taking final and complete 
applications for public housing this figure has shrunk considerably. 

52357—60—_6 
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Senator CLark. How do you and Mr. Davern explain that? 

I do not care which one answers it. Maybe your answers would be 
different. 

Mr. Waker. Go ahead. 

Mr. Davern. I did not hear the question. 

Senator CLARK. Let me try to cut it short. I do not want to take 
up more time. How do you explain the fact that relocations due to 
governmental activity—and I am including highways as well as 
urban renewal—have not resulted in an effective demand for more 
public housing? 

Mr. Davern. Senator, the demand for public housing must come 
from the locality. The Federal role in the low-rent housing program 
is to service and assist. 

Senator CLiark. Of course, Mr. Davern. That is obvious. 

Mr. Davern. The responsibility for determining whether they 
want public housing is on the locality. 

Senator CLark. I understand that. 

Mr. Davern. The lack of demand in our program turns on failure 
in that determination. 

Senator CLARK. But can you not answer my question? If you do 
not know, just say you do not know. 

My question is: How do you explain the fact that relocated families 
under these governmental programs are not resulting in further 
demand for public housing? 

I would think that would be within the framework of your re- 
sponsibility. Maybe I am wrong. 

Mr. Davern. I think that is an answer you can only get at the 
local level. 

Senator Ciark. All right. Go ahead. 

Mr. Wacker. Senator, I would like to give you an answer, which 
I know you understand can only be an opinion. 

Senator CLark. Of course. 

Mr. Warker. And my opinion is from the experience I have had 
that we are gradually moving toward an understanding of this rebirth 
of cities as an accumulation of community facilities, community 
abilities, and 1 am very fearful that the local people concerned in 
public housing have not yet come to realize that this is not a total end 
in itself and in many instances have not taken their place side by 
side with the rest of the community in developing a total community 
facility program. 

Senator CLarK. Is what you are saying this: That there is great 
zeal at the local level for urban renewal and the clearing up of slums, 
but there is no zeal for adequate relocating of the families displaced in 
safe and sanitary housing for low-income families through the public 
housing program? 

Mr. Waker. Well, let me say that I would not say there was no 
zeal. I would say that it would be a fair evaluation to say that there 
is more zeal at the moment on the local level to get ahead with urban 
renewal than there is zeal at the local level—— 

Senator Ciark. I agree with you. I am not trying to argue with 
you. 

Mr. Waker. I know. 

Senator CLarK. One of the things that I think is most pathetic is 
that the sense of compassion at the local level is not equivalent to 





the 
er 
rel 
to 
is 


loc 


bo 
fa 





STATUS OF HHFA PROGRAMS 79 


the desire to rebuild the city through urban renewal programs. The 
end result is that these poor people, kicked out as a result of urban 
renewal and the highway program, are not finding any adequate place 
to go. You put your finger on it, and so did Mr. Davern, that this 
is not the fault of the Federal Government. This is the fault of the 
local government. 

Is that a fair summary? 

Mr. Wa ker. Well, in defense of government at every echelon, 
both you and I have served there, Senator, and I would say that the 
fault, if there is a fault, belongs with the people. 

Senator CLtark. Well, all right. We can both demagog that one. 
I would like to ask one final question of Mr. Mason. | “think he will 
want to answer it, although perhaps Mr. Davern will. 

Last July, during the veto hearings, Mr. Mason, Senator Capehart 
asked you whether the Eisenhower administration was opposed to 
further public housing, and you said you did not think the adminis- 
tration had arrived at any answer yet, that Mr. Fisher was going to 
make his report. He has now made his report, and he has endorsed 
public housing in no uncertain terms. Has this provided the answer 
the administration has been waiting for? 

Mr. Mason. Senator Clark, there has not been time for the com- 
plete evaluation of Dr. Fisher’s report as yet, as you can appreciate. 
We sent these to you just the minute we got them, as to everybody 
else, because this was an interesting report, and ‘this hearing was 
coming up. The administration has not arrived at its opinions about 
the Fisher report as yet. 

Senator Cuark. Nor has it arrived at any conclusion as to whether 
it is for or against public housing? Is that right? 

Mr. Mason. Currently it feels that, as last year, there is not need 
for additional public housing authorization at this time. That the 
units that are provided are adequate for the need or adequate for the 
demand. 

Senator CLark. I was going to say did you not want to correct it 
so that you used the word “demand,” not ‘“need’’? 

Mr. Mason. I did. 

Senator CLARK. Because even you, Mr. Mason, would agree with 
Mr. Davern would you not, and with Mr. Walker, that there is an 
enormous need which has not translated itself into demand for reasons 
we have not fully explored? 

Mr. Mason. You want me to agree with Mr. Davern that the need 
is tremendous? 

Senator Ciark. Yes. 

Mr. Mason. Well, | am not in position to do that. 

Senator CLARK. I do not want you to. I want you to do what- 
ever you want to do. 

Mr. Mason. I am not in position to agree that the need is tre- 
mendous, no. 

Senator CLark. All right. One final question. This really is the 
final one. The McNamara Committee on Housing for the Elderly, 
on which I serve, is recommending 10,000 units of public housing for 
elderly families and elderly individuals to be approved by the current 
session of the Congress. Have you any position on that? 

Mr. Davern. I have read the committee report. I have not studied 
it at any great length. My impression is somewhat a ‘‘Yes” and 
‘‘No”’ impression. 
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Senator CLark. If we can just leave it that you have not made up 
your mind, that is all right with me. 

Mr. Davern. | would like to explore it a little bit. 

Our program, as you know, has been available for the elderly from 
its inception in 1937. We are now housing approximately 80,000 
elderly citizens. 

Senator CLuark. Yes, I know that. That has nothing to do with 
the McNamara recommendation, which is that the supply of public 
housing for elderly families is presently grossly inadequate and that 
10,000 more units are needed. 

I would like to know whether you agree or disagree or do not know. 

Mr. Davern. Two points in the McNamara committee report 
need further study. One of them is this: 

In our experience with elderly projects, we have found that the 
incomes of the elderly citizens are much lower than the incomes of 
other low-income families. 

Senator CLark. That is right. 

Mr. Davern. An elderly program by itself could not be sustained 
financially. 

Senator CLtark. That is right. It would have to be subsidized. 

Mr. Davern. With the current subsidy we are programing projects 
which contain units for both elderly and other low-income occupants 
to make them financially feasible. We are also programing projects 
solely for the elderly when they can be consolidated with the rest. of 
the local program and be supported by income from other projects 
of the local program. I think there must be—— 

Senator Cxiark. All this we know. Now can you answer my 
question? If you-do not-want to answer, I am quite content that you 
do not. 

Mr. Davern. Senator, I am in favor of housing for the elderly. 
The “no” aspect of my answer is that I think study must be given to 
the financial feasibility of an elderly housing program. 

I-would make one more comment for further study. Since 1956, 
when we received specific statutory authority to program for the 
elderly, we have undertaken 175 projects, including 12,180 units. 
On the basis of our experience the present authorization will take care 
of the demand for housing for the elderly. 

Senator CLark. Thank you, sir. 

Senator SparKMAN. Mr. Davern, you presented this list for the 
record I believe, did you not? 

Mr. Davern. I do not think it worth putting into the record. I 
really presented it with a view of running down what is on that list, 
and I am glad, Senator, that——— 

Senator Sparkman. I believe it would be helpful for us to have it. 

Mr. Davern. I am glad, Senator, that you brought it up again, 
because I was not permitted to complete my statement on it. 

I made the statement that I do not think there are 20,000 live 
reservations on that list. 

Senator Wiu1aMs. Is the word “live”’ 

Mr. Davern. Yes. As I mentioned in my written statement, 
in December we invited all local authorities, including these on this 
list, to come in and participate in the 1959 act program. Another 
such invitation will go out next week. This invitation will also state 
that if the local authority does not take advantage of the opportunity 
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within 90 days, we will assume that they no longer require or wish 
Federal assistance for low-rent housing and their reservation will be 


cancelled. 


I am satisfied with my opinion today. 


in it. 


accurate figure on the number of live units on the pipeline list. 


Senator SPARKM AN. 


Fine. 


I hope that I may be wrong 
We will be able to come down here in May and give you an 


I think it would be very good to have 


that, and if there is no objection, I think we might put this in the 
record, and then in May it will give us a basis for comparison. 
Mr. Davern. We have no objection, sir. 
Senator SPARKMAN. Fine. 
(The list referred to follows:) 


List of places with outstanding applications for reservations, or with units reserved, 
but not yet under annual contributions contract as of Feb. 11, 1960 











Applica- 
State and place tion pend- 
ing ! 
PE ihn incsmm sinned 28, 589 
Alabama: | 
a ia apa resce 
OS a 100 
eh BER nis axdmdtantmasnnchienee 
en eee ence mcanmel 150 
ashanti anninsmnintannscmmae 
pS RS ee | 150 
Birmingham... _--.-.-. SSA SI. 
I a ace aloe 
NN oon otk asa veind 150 | 
a RS ee } 
IN cia 150 
Bridgeport. ............ 150 | 
Carbon Hill. - -| 50 
6 OSS 60 | 
GChildersburg........... 80 | 
he nine aiceenes Scones pianaaaiond 
I Ss Shite rie baa aranioaleniacts 
Columbiana... .....-.--| 75 
Oe el 
Cullman a ae oe 120 
SS | 200 
Be sd 30 | 
NN Ee | | 100 
CD eco ho icaaia a sptaranecel 
Gardendale__._._-.-__-- ed nae aed 
ae a 2 
Goodwater............. Pee aed 
RS 3s neta aiinnedenieaesl 
Greemenore.<-.........<1 150 | 
SS (ee Se 
RI ics mci aorta } 50 
Kimberly - _-- aeons |nansseesnoon 
oe 100 
ee nc aa il | 50 
0 REED ' ee aera ae 
RII, wlnsiicorts ac anctamee 50 | 
I a enciines salah ati ecole earl 
ca cipidieatiod Fascinated 
a baie 
TE iin nnnmingad 150 
a nomad lanai ious 
eae chbadnenes | 60 
clea Raia Ss 120 
EE chctnadicncwebak 25 
OI. 2 sc mainmneimnin 40 
SEE 250 
Arizona: 
Maricopa County - ...../............ 
ee at ae 
Arkansas: | 
I <2 OE acmacnd agnnnenne neil 
0 Oe ae Sciam amenennssebie 
RT ee ee ee ee aia } 
Lewisville 


See footnote at end of table, p. 84. 





| 











Under } Applica- | 
reserva- State and place tion pend- 
tion ing ! | 
a | | 
38,992 || Arkansas—Continued | 
—_——— || _ Little Rock.__.__...---- enh ses. | 
| aaa | 
115 |} Mineral Springs_-_-_----- Cae | 
Gkbiniatedaton 1} Morrilton_...........-- 50 | 
ey) | geen) okt. lace oncauen | 
PTS SA SS olga cincciguinininintl 150 | 
28 || California: 
I i] PE aint sc anand haemtoremcmersstiisi ct} 
750 |) RR rias tan stess seus) 26 | 
i Gempetria gee. .....--.)....:....... 
Seco oaaeeae ot) ME tte ana aowcdlonenconmcwecl 
50 || Holtville area. __..---- Sensi ance 
Setrainco Df) Nc nc cunnn dl ancmncaamnien 
RR oe a Se Port Chicago. -......_-- 20 | 
| a cate sabinaonge lhe Ny), MN ose etapa cm ‘ 250 
to ia 1}. Steekbem. ...-..........] 200 
POOH Nee || Colorado: Denver. - --- Saas otal 
80 || Connecticut: 
OTE) I elatelts benny ccluaneno asus 
a aah ei I oa cen nating ciarell 
RT) Se cosa co ewes 500 | 
elateesaglaaiokdichs 1} oe te 2005.0. apes ere res 
ae || New London_- Svat eianaedetants 
T acmekitod oo | Norwich. __...........- 500 
a eee eee, | IG area remnininnt 100 
200 | rn co Bsixarte ms waideapeiiell 
62 | loi 45 ncaa anaweicagtnal 
ee At: nk nec encaame | 
18 |} Delaware: W ilmington Ele eeoteectanaecs | 
74 || Florida: 
Oo eiateeataie cP RR ak cewasaslet! 75 
MOH) (MINS ote inant 150 | 
iaosiadieesnaie | So oo 150 | 
62 Chattahoochee. -_---.-- 100 | 
hebesachanaihe fo 300 | 
ensveentbe |) ee ERED. alco wcw enn] 
30 Post Feree.............«. | 450 | 
clean alla el ; (eR cae 20 
ee tt! (TIE, oo canclonscecceenen 
230 || Lake Butler__.......... 150 | 
20 || Levy County --...--..-- | 350 | 
pian eckiidiiearegs the | cape Pave. ..........} 150 | 
TE pe.” Sal Se i sioaniccodemanaica 
caine ae | Miami Beach. ____-___-| 160 | 
ee re ape oa eae 150 | 
ca } Monticello___........--| 150 
 piediameealibie ||} New Smyrna Beach-.--| 150 | 
Se cahaiacameil ee anal 
I ee dl ocmwaxercrcceaieaal 
150 SN cia icusivcicormeicietibanindnneciaianeaiadl 
20 TD tapi inirenn maine s 100 
\| Wewahitchika...__...--) 150 | 
80 i] Georgia: | 
28 OVEN. ....<<.5 +s | 50 | 
7 acco | 100 
16 eR cede ceredaee 20 


Under 
reserva- 
tion 
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Applica- Under 
State and place | tion pend- reserva- || 
ing ! tion | 
| 
1} 
Georgia—C ontinued | | 
NN doe a icast te OT | 
a hc eas . 18 |} 
EE MIBO. cn ovccsecncal OU cance i 
PE. i bokneussosens OP Sinks ods ene i] 
a a cats winged 14 
Buchanan......-.....-- Se arte x ~ 
ea OO Oe ee || 
Oe SS ea Ree eo {| 
SES Seas a - 
SL cdi cacoscase Be laeseonvnmes | 
Cave Springs.......-.-.-. 50 |....-.-.-.-- 
MI ioe io Bc: ce as 30 || 
ee ae 100 || 
a etn oni Sf 
OO aaa OO ficactccacecs 
East Point. _..-.-- Se ae 150 
NS Ae a eee . 20 
SE BP Rieck oeeee 
ial basins . 10 | 
ae eee 
eo ck nnown ae 
Fayetteville. ___......-- BP Pisce paiesne | 
JO. eee a ee i} 
a, et Fuca eseccmes iH} 
EO cece iescnees BP Bair aecnmaianes | 
Harlem... a eee | 
Jonesboro - See hic cecussee 2 
i a ee iarcilintneoteed 50 
CE . --- ocmucmetonmens ; ‘ 30 
See | BPD hiceciciagen 1] 
wis 400 
Manchester - -......-.-- | ee 
AS a ee ee 
aa ee ose 
Newnan_..__- et oss om : OE oe oe 
Norman Park. .--...-.--- 80 ae 
I oe BO Teikinvecaceen 
I ee aatennia 
Nashville____- eee a et 
| BR ceri ering 
TONE ccbuawess fh RRR ete RS. | 
OS a3 Oe let obec 
Reynolds_..-....-- Beit On a 
Rochmart.. ------ Ee WP Be sect bau 
Eee ee ne oe | 
Savannah... 400 
| SS aa oie 24 
Swainsboro...........-- Oe ‘ 
Thomson Bee eee ues ee ; 21 || 
ee eee aitoaane te 
Vernon aan owe Ie Novia ade 
RR i a et E ngiccomindent ‘ 40 
Wadley . BP Reiicteninatatine 
a RAS eR 10 
Hawaii: 
ES ee 100 
I ae keeles 120 || 
Illinois | 
ca ee ! 6 
ie a as ae 100 
RR, as re Rec | 10 
in 20 | 
eda 1, 425 
De Witt County acipeiee | 25 
Se Ee i alt 50 
Gillespie 30 
IR a. ial emanene 20 | 
oO 100 
ce 342 | 
II eco oS Bee oe 100 
Mount Vernon. ----._-- aS | 
SID Son cc icon cccees 14 
Ee — 60 
Rock Island_-_-------- Pe hott ccee ek 
ae aon 20 
a_i EEE 24 


See footnote at end of table, p. 84. 
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River Rouge---.-.-.--.---- oe 


| Applica- | Under 
State and place | tion pend- | reserva- 
| ing! | tion 
Ilinois—Continued 
Stemelort 2. eae n ene lodsaGoastses 8 
Ns aac caine Re hameiee | 25 
I ieatcmmnitennsoics, eee 10 
i? ..1. sok neha bloatenae+dlue 10 
eck dal icine inne 260 
| Indiana: 
op itb nk wntmaninniedaieséus 25 
NG AU ..0.<--.--- 75 
South Bend. ......-..-- | $001. 255... 
Kentucky: | | 
Catlettsburg.........--- ae 50 
SO ee (SA oe | 50 
SE... conwonens a alee | 60 
Frankfort ........... -| OD Pose csbenee 
ea BP Nvcncessscnee 
i. ceeentnec es’ OD We Bee 
SS ii eclectinacietn conse hl ae 
a a cueieas i 30 
eee eee ewe 62 
NS sini Rcdnieomensvainan | 50 
nic caccleanceeemaanh 52 
il cad eee es biel a i hee | 30 
Rs or cananieka cacao 
IN Sis dan tec des Siocon cles | 40 
Louisiana: | 
OS | OO to vecccce 
Arnaudville._.....----- Pe Ascacceeek cas 
ee ae al Oe Scbinda6ee 
I oR ec clac amie 30 
Breaux Bridge__..----.-- cen 
Church Point — ; 4 ae 
a ee 
ara a OP EiGuxecees . 
Elton Sciatic ices enka mimes sieieal 8 
Deerwees........<.+<--.| De iasuouoceses 
Grand Coteau... __-----| te. 
eae |) ee 
| 75 z 
pomeraom Parti. . ........[os.--..60<. 300 
hs ail eetal 60 
SD. 5 acne eum = 16 
Lake Arthur... -_-..---- 25 |-.- ae 
Mermentau -.- ------ a : 
a ‘ | a 
aie ence i a a atl 14 
Peeeereem............. ea cee 39 
Rnd ccna hGe antes eee 124 
Basic Gass seincietaeeante ee ft Be eee . 
Simmesport.. __-.-..--- SO 8-645 en eee 
inn ih seeteans ; Gg ea noe 
| Ville Platte..._. aco Dt Sianerses 
Maine: | } 
Norway ------ eae ft eee 
ee OD ticetecis eee 
Maryland: 
RR ict i oS Re el 749 
Cumberland........-.-- ei — 65 
Hagerstown. ........... Gotan 
0 Fe Se eee aa 125 
| Massachusetts: 
Boston _----- be aap 150 
oR ee ce tae 325 
REGS, Se 200 
ee Ee tesiecaee 116 
Medford NS ri a 54 
No on Rio enews 100 
NR 55 oe aban Cuukinaae | 200 
nnn numacadecenee 142 
en eck cacueskaed 76 
Michigan: | 
Alpena.--.-.--- . ale meta 18 
a 2 oe I anteiannre 10 
Bessemer - = eigecaiee 30 
Mount Clemens..-.-..-..-|-.------ | 100 
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List of places with outstanding applications for reservations, or with units reserved, 
but not yet under annual contributions contract as of Feb. 11, 1960—Continued 








| 


Applica- | Under Applica- 
State and place | tion pend- | reserva- || State and place | tion pend- | 
ing! | tion || | ing ! 
| i} 
i a SS eR ee | = “a 7 | —— 
Minnesota: || Pennsylvania: 
NS nett er ad oe 4|| Abington Township.-.-|........---- 
Hibbing __---- Al eee | >) RRR cd ndcancancnhlaenneneaeons 
cocci Pace 1, 054 | OE soo... caimiasl welunein 
ee ea | 701 0 eS 
I Ree na eh ee es 50 Ea sil 
a oe 40 | MN ose y occ stiared ecg x 100 
Mississippi: East Pittsburgh--_-_----- Nameanystels 
re Eaten || East Stroudsburg------- 50 
ee Sena ace TD ieoneakhee== See ee 
Booneville WO anna tanked PN on nc aicmnepasdspanees 
UN ooo etki asaet nee WO te x natn : Nanty Glo-___---- a a eae . 
Cleveland ......---- UD Us cocestimicbeaten Philadelphia - - --_---- 
ie eh ae 18 a ia ie eel igln 
eN. ookcen ae NS ae i acon | I ce a 
es RT - conconen Hate || Scalp Level Borough. -.| 200 
ee | ee | 176 ge de 
Leakesville_.....-.----- BOT ee le. >See tid 
0 = eee | lig he ks || _ Smith Township. -- -- aro 2 
I | 30 ee ne Bee || Rhode Island: 
Rn oC aca cmen OO Be cnciccnsene | Pawtucket. .-......-.-- sk Satancntce autenield 
SE cincrnaiom an So eed 'S..  ====Ea e wees 
Mount Olive___.....--- Lease wee 10 || Woonsocket__.......--- 150 
NN nea Roh ein roe a | 30 || South Carolina: 
NARA oicce 2h cnwovel BOG focscscccen os Bennettsville_____.._-- ee 
ee By los eee 16 Charleston. _-_------ coal th wiraial 
Gs Fcc nasscsawink waned: on... z 30 | soit gains dl aaamneamese 
Twuettwwn...<.....<.. RE on. caeman MI sds ceca 
Water Valley.......---- eee a || Tennessee: 
WE. 5. cc gcccesunc ee ea SR oe ok Sore wives cabins 100 
Missouri: | Reever ot... 200 
IU i ch | 326 | Carthage. ............ : 100 
Bt. Leeis County.......]........ “=| 110 |} Chattanooga - -------- ; . 
Montana: Glasgow-..---- Ge cue ataaon CRNVONE..<5-~ 6555 300 
Nebraska: Kearney. .---.| TE ee oe | (eee... 500 
New Jersey: Cookeville__. 75 
Asuary Terk.......<..-. te a os A Decatur ville_- 250 | 
Atlantic City_..__-- pe 8s coe | 78 Etowah_ 100 
I ae a 100 | Fayetteville 100 
Ce ae cel. 7 164 Franklin 
East Orange... .--..---- "| oe ee ee Gainesboro } 100 
Edison Township------| A ee tees | Gallatin-- 
Franklin Township_._..|_.. | 30 || Halls 500 
Glassboro wae RE ee | Harriman. 500 
PIER oa. casaeecdlat. 4. uses 82 | Huntingdon. 500 
Pm, 0 ede 8 ad | 40 Jamestown 25 
NN nM | 79 Jackson 600 
West New York -------| DOT ciate Knoxville 
New York: | | La Folette__- 35 
Nera shel ee 1,583 || Lake City___- 25 
ae eo eee fk Oe 130 | Laurenceburg. - - 300 
no ae | Oo Lebanon 60 
Lackawanna. - -..---- peabee 3 L138 Late 150 Livingston. 100 
New York City-_----- Se 1, 787 Manchester 
Niagara Falls..........- een a MeMinnville__--- 240 
a a ed J 180 || Morristown 300 
i ee 80 || Mount Pleasant. 206 
North Carolina: i| New Tazewell_- 12 
a Se a nd ‘ 10 || Oneida 20 
0 See ccs “a Paris 
Jacksonville. .........-- a 50 Parsons 250 
ee a 73 Ridgely. 500 
a OO. inden choke |} Savannah. 300 
PO oS | 40 Sparta 
mene COMED... no ck cn wee ] 45 Springfield- 
Wendell____._-- Sitiset_ s 12 Vaverly 112 
Zebulon ____-- aE ee 16 || Texas: 
North Dakota: Williston.|__._____- 16 Alice 200 
Ohio: Anahuac. 
CNS SV caccucccclskcuns 2,074 Breckenridge 50 
I sa gr si) 648 Bryson 
re i ea 200 | Crosbyton 106 
TN Fe eos. = 190 2. 5.5c4563 ; Crystal City 122 
I eee 12 || Daingerfield- 
WR ois dpc cdcdlaceadeon cose! 190 |} Dallas__-- 250 
Gromen;: Porte’: . 3.06614... ot 398 '' Del Rio- 


See footnote at end of table, p. 84. 
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List of places with outstanding applications for reservations, or with units reserved, 
but not yet under annual contributions contract as of Feb. 11, 1960—-Continued 


| 


| 
| 
| 
| 


Applica- Under 











Applica- Under 
State and place tion pend- reser va- State and place tion pend- | reserva- 

| ing ! tion | ing ! tion 

| { 

| | i] 

‘Texas—Continued | | || Virginia—Continued 
I Te ene eb 4. Tris th 2. DN cr he oe oe 300 
SPUD. cv enkeccentosssct BP Socaneate tee LL SS 30 
Fort Worth bpwtec mec ondeds ‘ | 200 || West Virginia: Fairmont. pene eae 100 
Frisco ppReRecnecenk (seas eee 868 
Jacksonville _-..-....--| OP t..225 2 || Puerto Rico: | 
Levelland - -------..-- Mavtccicneeend Oe = WOT a nsccnntse 
eee ee te on eee Gene tee e 
Moaresdes.....-s-.-.....--| 100 Reece CeCe oo MP Soc keer, 
SE ove eth uwcsnccsce = }..-,-...- i einen nacenmess Re a 
rort Arthur..........- Shea 132 || Guanico.-_--_. ; ; a ee 
Post_. eeeecnaseneae|-ce----.- it ie. ee BOD Nonennnanthipis 
Ricki ncbascstcndncen . 70 | Isabella eee ces ‘ Oe haveunsenetinn 
i. .ccibecacccesaenticatcce ices 10 | NU = ees oa 8 eee 
NNR cect petghencececnced 36 || Las Marias.........---- ae ae 
San Antonio__. Spee idee tbecee eat Leo . etm -.-..-...- eee BN fc cse acs ie 
Sinton... Sushinecespishhsta = << 36 | INE an ee a | 200 | Shdiewgcohaetoenialicee 
EE cc nokcesacenncapiscnnct hace: 140 |} Ponce__._----_-- BET BOW Inmecicgittites 
gone bine RES fe ckeee ee cen 0 Le ee | et boskcsscenenn 
White Se ttlement an pieced 100 || San Lorenzo__--.--.---- SP 1. cnc conn eetee 
Virginia: | | | San Sebastian. —- a BO Ss catentiied 

Charlottesville Side hteccee a 225 || Yauoo..:........--.---- 250 hperaneetiine 
Harrisonburg... --------| WR see i 





1 Does not include applications filed in regional office in February. 


Senator Clark. Just one observation to Mr. Walker. I would like 
to suggest to you that maybe you ought to really get tough on reloca- 
tion requirements being met before you approve some of these urban 
renewal grants. You ought to check in with your friends in the 
Bureau of Public Roads to see what is going on with respect to relocat- 
ing families there. 

Because my judgment, based on experience going back 2 or 3 years, 
is that this is one of the real failures of compassion at the local level— 
that they are not relocating these people where they should go. The 
people should not be thrown out of their homes and the urban renewal 
program go ahead unless all are very sure indeed that the requirements 
for relocation have been met. 

Mr. Waker. Senator, could I say quickly that I agree with you 
completely and wholeheartedly. I think this is the time that we now 
take a fair, friendly look at every relocation submission. 

Senator CLarkx. Thank you, sir. 

Senator SPARKMAN. Senator Capehart? 

Senator CapeHART. No questions. 

Senator SPARKMAN. Senator Bush? 

Senator Busu. No questions. 

Senator SPARKMAN. Senator Williams? 

Senator WiiuiaMs. Just briefly on this list of applications pending 
and those under reservation, I think the total figure of 66,000 you 
said has a lot of water in it. Will it squeeze down to, did you say, 
less than 20,000? 

Mr. Davern. Approximately 20,000. My reference was to the 
reservation list. 

Senator WiiitaMs. I see.. The reservation list. 

_Mr. Davern. The application list will cut at least in half and 
probably more. 
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Senator Wittiams. And you have a volume of evidence, you 
suggested, to support that conclusion? 

Mr. Davern. I have a case-by-case analysis of it. 

Senator WiiuiaMs. I do not want to take time dealing with my own 
parochial problem of the State of New Jersey. If I could have 
information on the 12 communities that are on the list, one place 
or the other, I would appreciate it and also to learn when this invita- 
tion goes out for them to—— 

Mr. Davern. Would you like it now? 

Senator Witi1ams. No, I will give you time to submit it. 

Just one other question. I see the State of New York has 2 
cities with applications pending for a total of 150 units of housing. 
How does that happen? Is that because of the percentage of the total 
permitted in one State? 

It compares with the State of Alabama with 46 communities, for 
example, on the list. 

Mr. Davern. There are many more housing authorities in Alabama 
than there are in New York. 

Senator WiLLIAMs. You are meeting the need, Mr. Chairman. 

Mr. Davern. I think Alabama is second in the Union on number 
of housing authorities. 

Senator SPARKMAN. Is Georgia first? 

Mr. Davern. Georgia, I believe, is first. 

Senator SPARKMAN. And is not Alabama second in urban renewal, 
too, with Texas perhaps first? 

Mr. Waker. In urban renewal, sir? 

Senator SPARKMAN. Yes. 

Mr. Waker. No, I think when we leave Washington, D.C., I 
suspect that the first State in urban renewal on a per capita basis is 
Connecticut. 

Senator SPARKMAN. I was going by the number of projects. 

Mr. Waker. Number of projects? Oh, I think we would have 
to say that Senator Clark’s State is probably in the lead on number 
of projects. 

Senator SPARKMAN. All right. 

Anything further, Senator Wiliams? 

Senator Wituiams. No. If 1 can get that information later, that 
is sufficient. 

Mr. Davern. We will be happy to give it to you. 

Senator SPARKMAN. Thank you very much. 

Now, Mr. Mason, who is next? 

Mr. Mason. David M. Walker, Commissioner of Urban Renewal. 

Senator SPARKMAN. All right, Mr. Walker. 


STATEMENT OF DAVID M. WALKER, COMMISSIONER, URBAN 
RENEWAL ADMINISTRATION 


Mr. Waker. Mr. Chairman, members of the committee, this is 
a welcome opportunity to appear before your committee and discuss 
the progress we are making in the programs administered by the 
Urban Renewal Administration. As you can imagine, the past few 
months have been a period of intense activity for us—following the 
long span of time in 1958 and 1959 when our capital grant authority 
was extremely limited. 
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Since the Housing Act of 1959 was approved in September, making 
available $350 million in new capital grant authority, we have bent 
our efforts toward catching up with the backlog of applications that 
had developed during the period of scarcity, and toward the process- 
ing and approval of new applications. 

By the end of last month—January 31—our figures showed a 
total of 95 new projects approved since the 1959 act was adopted, 
with estimated capital grant needs totaling $97.7 million. 

To deviate here for a moment, as of this date, Senator, we have 
added some $20.4 million more to this in some 10 additional projects. 

In addition we have processed and approved a total of $47.1 mil- 
lion in adjustments for existing projects, to meet the increased capital 
grant needs that have developed in those projects during the survey 
and planning or early contract stages. 

The other task that faced us in September was to establish the 
policies and procedures that were necessary to carry out the provisions 
of the Housing Act of 1959. We gave top priority to this job, and I 
can report to you thaf all of the necessary implementing documents 
have been prepared. Almost all of these have been issued, and the 
few remaining items will be issued on or before March 1. 

I would like to point out, in connection with the subject of imple- 
menting the 1959 act, that funds under our regular 1960 Appropriation 
Act are not available for making grants for communitywide renewal 
plans as provided in the act approved by you gentlemen here. Let 
me assure you, however, that we intend to make the greatest possible 
use of this new provision, and funds have been requested by the 
President in a supplemental appropriations bill now being considered 
by the House Appropriations Committee. 

While we have been dealing as rapidly as possible with project 
applications and ‘moving at full speed to implement the 1959 act, we 
have also been busy in a field that may be of equal importance. | 
refer to the constant need for cutting bureaucratic redtape, and for 
accelerating our operations to the maximum extent that is compatible 
with administrative responsibility. It has been my good fortune to 
become Commissioner at a time when the urban renewal program 
under the 1954 act had reached a point of maturity which enables us 
to emphasize practical accomplishment. While undoubtedly there 
still remains much to be done, I feel we have taken some really 
significant steps toward that goal. 

We have been reorganizing our operation to reduce to a minimum 
the amount of time that an application must remain in our hands 
before the locality can get to work on its project. We have abolished 
the Boards of Review in the Washington office, and established a staff 
of field coordinators to maintain constant communication between 
the Commissioner’s office and the regional offices of the Agency. 
These changes have cut in half the time that the typical project 
application spends i in Washington before it arrives on my desk ready 
for approval. 

In the regional offices, we have made importent organizational 
changes designed to improve the service that we can give to localities 
in carrying out their programs—particularly in the key areas of 
‘rehabilitation, land disposition, and inspection of execution activities. 
We are continually emphasizing the need to accelerate the actual 
‘doing’ stages of the program, and we have been able to raise our, 





sig 
un 
has 
act 


cip 


de 
so 
ac 


er: 


an 


CO 
lis 
en 
bi 
Ol 
di 
A 
to 
ol 


fil 


mM 
Ww 


ee a lO rll tC 





STATUS OF HHFA PROGRAMS 87 


sights on the amount of accomplistiment that localities will make 
under our contracts during the current fiscal year. The President 
has requested a supplemental appropriation of $50 million to cover 
actual grant payments that will be required earlier than we anti- 
cipated. 

To accelerate further the operation of our various programs, we have 
delegated many additional functions to the regional administrators, 
so that localities do not have to wait for the regional administrators’ 
actions to be reviewed in Washington. This delegation of functions 
to the regional offices has not been limited to the urban renewal pro- 
gram, but has also extended to the urban planning assistance program 
and the demonstration grant program. 

One of the most important tasks we have set for ourselves is not vet 
complete, but I can promise you that by March 1 we will have pub- 
lished and put into effect a new manual for local public agencies 
engaged in the urban renewal program. The new manual will com- 
bine all of our policies and procedures for local public agencies into 
one document, and reduce the sheer bulk of those policies and proce- 
dures by more than half. This is what I mean by reducing redtape. 
All our existing policies and requirements were examined and simplified 
to the extent possible within a 3-month deadline. We have eliminated 
or simplified many of the forms that local public agencies have had to 
fill out in the past, and eliminated many of the local public agency 
submissions. The new manual will contain only policy and require- 
ments. There are no suggestions or advice which might be confused 
with requirements. 

In short, we are giving the local public agencies much greater 
freedom to operate their own programs without being constantly 
required to clear the details of their actions through the Federal 
agency. This simplification of our procedures will not end with the 
publication of the new manual. We will be making further simplifica- 
tions in the future, and these future changes will be worked out more 
speedily, through the review techniques we have developed in the last 
few months. 

In the process of writing this new manual—or as I prefer to say, 
“dewriting” the old one—we have also attempted to clarify our 
policies with respect to rehabilitation. As you may know, I believe 
that rehabilitation can be one of the most important aspects of urban 
renewal. But we have not vet learned how it can be accomplished 
on a mass, self-starting basis. This we must do if the American city 
is ever to provide the decent, attractive environment that all of us 
are seeking. In the past few months we have attempted to do our 
part in this great endeavor, by changing our policies where necessary 
to point the way toward the types of rehabilitation projects that give 
the greatest promise of success. 

While the new manual has been in preparation, we have also made 
a basic change in the method by which capital grant funds are reserved 
for individual projects. We no longer make a capital grant reservation 
at the time we approve a project for survey and “planning funds. 
Instead, the reservation is made when the survey and planning stage is 
complete. At that time, detailed estimates are available, and the 
local public agency is able to see more clearly the magnitude of the 
task it has undertaken, and the amount of urban renewal activity 
that it can carry out with efficiency and dispatch. Then, when the 
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reservation is approved, the local public agency can go before its local 
governing body for adoption of the urban renewal plan, with assurance 
that the necessary capital grant funds have been set aside. After the 
local governing body has given the necessary approvals, a contract is 
executed for the Federal grant. 

Internally, of course, we continue to keep close track of the rela- 
tionship between the projects for which planning is approved, and the 
unreserved capital grant authorization. However, it is our firm 
belief that the emphasis on a realistic determination of need will 
result in speeding up the planning process, in giving a community 
much greater ability to judge the size project it can digest, and in 
cenerally reducing wasted motion at the community level. I am 
encouraging the localities to do a more thorough job of planning 
especially with respect to the marketability of the land they expect 
to clear for redevelopment. In this way our planning funds, which 
represent only about 1 percent of the total expense of the urban 
renewal program, can be used to bring about a more efficient use of 
the hundreds of millidns of dollars that will be spent in project 
execution. 

I would like at this point to discuss very briefly my position with 
regard to the urban planning assistance program. This program has 
been an important part of the urban renewal process recommended 
by the President’s Advisory Committee on Government Housing 
Policies and Programs back in 1953. It was incorporated as section 
701 in the Housing Act of 1954, with the basic purpose of preventing, 
through the proper planning and control of new urban growth, the 
kinds of shoddy development that so often lead to the formation of 
slums and blighted areas. To the extent that this program is success- 
ful, the need and the cost of renewing city areas are diminished. 
Prevention is better than cure—and much less expensive. 

Up to the time that funds for this work became exhausted last 
July, over 1,000 small American communities had received planning 
assistance through their State planning agencies, aided by Federal 
grants of up to one-half the cost of the work. Over 90 metropolitan 
areas and urban regions had received similar help. Approximately 
40 States have established State planning agencies to administer the 
program in their territory. In each case, the Federal grants are 
matched by local funds. 

As you gentlemen are probably aware, the appropriation made last 
year for this important planning program was not adequate for the 
program level projected in the 1960 budget, much less for the ex- 
panded coverage contemplated by the amendments contained in the 
Housing Act of 1959. We hope to remedy this situation, and the 
President’s budget program contains $2 million in a supplemental 
appropriation for the current fiscal year, now pending before the 
Appropriations Committees and an additional $4,750,000 for fiscal 
1961. 

Finally, I am sure the committee will be interested in the prospects 
for the immediate future of the urban renewal program. I believe 
we shall see local programs accelerated. More local public agencies 
will develop the knack of scheduling their projects so as to put their 
‘programs on a basis of continuing accomplishment. ‘The assistance 
authorized by the Housing Act of 1959 for the preparation of com- 
munity renewal programs should help us in encouraging this kind 
of urban renewal programing. As a further aid, we have liberalized 
our approach to the general neighborhood renewal plan—the system 
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of carrying out a series of projects in an area that is too large to 
handle with a single project. 

Conversely, in ide to protect the entire program from the con- 
sequences of any preventable failure, we have discouraged some 
localities from undertaking gigantic rehabilitation projects when it was 
clear that the techniques were lacking or inadequate for actually 
bringing rehabilitation into existence. Instead, local public agencies 
have been encouraged to start their rehabilitation activities in small 
‘‘pilot”’ projects, where intensive staff attention and expert assistance 
can be applied in a concentrated effort to make this difficult process 
succeed. 

With the approaches I have mentioned, and the administrative 
improvements we have been able to make, the urban renewal program 
is fast approaching the time when on a national basis it can be measured 
in terms of visible accomplishment rather than planning. We expect 
to be able to use all but a small part of the capital grant authority 
provided for the fiscal year ending June 30, 1960. The level of capital 
grant authority provided through fiscal 1961 should be adequate to 
sustain the ambitious and constructive program I have outlined. 

Thank you. 

Senator SpARKMAN. Thank you, Mr. Walker. 

Senator Clark? 

Senator CLark. Mr. Walker, I would like to congratulate you on 
what I think is a fine qualitative job of administration. I get reports 
from all over my State that you and your staff have been most coopera- 
tive, most helpful, that you have, as you say, been cutting redtape. 
The Urban Renewal Administration is one with which most of our 
communities are quite happy. I think a good part of that ought to be 
credited to my friend, David Walker. 

So you know that I am not entirely antagonistic. But I would like 
to ask you a few questions about your statement. 

If you will turn to your statement, you give figures there of, as I 
added them up as you talked, $97.7 million and $47.1 million. Then I 
think you introduced another figure of $20 million which should be 
added. This would make a total of about $160 million grant authori- 
zations that you had approved in the 4 months ended January 31. 
Is that right? 

Mr. WaLkKER. Well, ending February 15. 

Senator CLARK. Yes; but it is a 4-month period? 

Mr. Wacker. That is nght. 

Senator CLark. So, on the average, you have been approving 
around $40 million a month? 

Mr. Waker. Well, no; that is not a fair figure, Senator. 

Senator CLark. All right. Will you clarify it? 

Mr. Waker. Please, may I? 

You will see that I mentioned earlier a period of searcity. This is 
not a normal flow of active and effective applications, $40 million a 
month. 

Senator CLark. I understand. 

Mr. Wacker. This was a backlog of applications that were waiting. 

Senator CLark. It was a logjam in September 1959 which is just 
now getting the logs out? 

Mr. Waker. That is right. 

Senator CLarK. But, nevertheless, during that 4-month period, 
was there any acceleration in the rate of approval, or did it level off 
at about $40 million a month? 
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Mr. Wacker. It has leveled off in effective applications, Senator, 
at a much lesser figure than $40 million a month. 

Senator CLARK. Are you geared up to handle any more, the approval 
of any more applications, than the $40 million a month which on an 
average you have approved for the last 4 months? 

Mr. Waker. We intend to approve before June 30, 1960, another 
90 applications, which will carry with them earmarking of $220 million, 
Senator. 

Senator CLark. Do the arithmetic for me, will vou? I cannot do 
it in my head. 

Mr. Waker. All right. 

Senator CLrark. That would be how much a month? 


Mr. Wacker. That would run on an average of about $40 million 
au month, Senator. 


Senator CLark. And is that about as much as you are geared up to 
handle? 

Mr. Wavker. That is about as much as we are geared up to handle. 

Senator CLark. You’do not anticipate a need for any greater rate 
of approval? 

Mr. Wacker. | do not anticipate a need for a continuing rate of 
this much per month. 

Senator CLark. In the course of approving this $160 million of 
additional grant authorizations, can you give us any figures as to how 
many applic ations were on the shelf as a result of the logjam you 
canceled out? 

Mr. Waker. Yes, sir. Do we have those here? If not, we will 
certainly get them. 1 will supply those for you, Senator. 

(The informatian referred to follows:) 


New project applications on file Sept. 23, 1959, which were withdrawn or rejected 


| | 

- Project name and Capital | 
State and city num ber grant Explanation 
: requested 


Indiana: Mishawaka-_-_-_| Conservation project $612, 894 | This application was one of 3 received. It 
| No. 2 (R-8). | was returned to LPA following agree- 
} ment by the HHFA regional office to 
| consider 2 of the 3 applications. 
Arkansas: Little Rock..| East End (R-8)_-_--- 3,619,146 | This application was withdrawn by the 
| |  LPA in view of the approval of $3,600,000 
| for the central urban renewal project area 
| and $813,733 for the first project in the 
| South End GNRP area. 
North Carolina: Green- | Cherry View area 569,000 | This project was not feasible. The applica- 
ville. } (R-8). tion was returned to the LPA for recon- 
| | sideration. 
| 
| 
| 
| 


New York: Lewisboro-.| Golden uaa area 246,408 | Returned to LPA for reconsideration. 
|}  (R-55 
Massachusetts: Boston_| maeny area (R-2).._| 13,595,000 | This application was withdrawn by the 
LPA, which is substituting other pro- 
jects. 
, 000,000 | Not approved in view of the approval of 
$5,512,831 for Kosciusko project and 
$8,800,000 for first project in Tandy 
GNRP area. 


Missouri: St. Louis._...| Murphy area (R-24 
| GN). 


16 


Pennsylvania: | 





| newal area (R-49). olfice as legally inadequate. 


| 

Northampton.........| Newport area (R-69)__| 476,000 | This application was returned to the LPA 

| by the regional office for review and 

; resubmission. 
i” re Southside-Blair (R70, | 656,400 | Application returned to LPA by regional 
GN). | office as an infeasible project. 

Texas: E] Dorado__-_--.| Central urban re- | 223,976 | Application returned to LPA by regional 
| 
' 
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Senator CLark. Are you in position. to state any generalization? 

Mr. Waker. I would suspect that there were about 100 appli- 
cations on file, and about 20 part I’s and II’s. 

Senator CiarK. I do not think that is quite what I was after. 
I wanted to know the ones that were in the backlog when the program 
temporarily halted in September 1959. What was your attrition 
rate? 

Mr. Waker. Well, the attrition rate held, Senator, as it has over 
the long period of time, about 20 percent. 

Senator Ciark. Lower than public housing, which is around 33 
percent? 

Mr. Watke_er. Right, sir. 

Senator Cuark. I have a couple of matters which might call for 
Mr. Zimmerman’s help, or Mr. Davern’s. 

There is a pretty close connection between relocation resulting 
from urban renewal and success of the section 221 program, is there 
not? 

Mr. Waker. | think that is a fair statement. 

Senator CLtark. Mr. Zimmerman, can you update us on section 221 
projects, particularly in that part of the country, oh, north of the Ohio 
and the Mason-Dixon line and east of the Mississippi, where we have 
had trouble with it in the past? 

Mr. ZIMMERMAN. Well, perhaps the best approach to your question 
would be simply to offer to submit for the record a detailed breakdown 
through the calendar year 1959. 

(The information referred to follows: ) 


Federal Housing Administration activity under the sec. 221 relocation housing 
program as of Dec. 31, 1959—Selected States 





| Home mortgages Project mortgages 
State | Applica- | Commit-|Construc-| Applications in Commitments Construc- 
tions in ments tion process issued tion 
process, | issued, starts, Se ee ee te oe starts, 
| units | units units units 
| Project Units Project | Units 
Connecticut - ---- 23 : ; 1 40 40 
Illinois eae | 1 23 AF Tis. > ‘ aie 
ES 11 ae i-% ’ * : ‘ oss 
Maine__- ane 2s 2 cate : ; te 
Massachusetts_......}--....- A Seren. eee Ia ctessactigiatiytass , sliiaisentacin 
Michigan____._____-- 101 | 978 950 |_._- : Seas 
PICU Dem sb ELE aa, She en dSES oh see SCE eh ee : pbk ahbesd bbl atl 
New Jersey-..-....--.--] 48 52 ‘ ;  ccataeilaaahe 
ue fe 2 Sk -.. Li enes 
Ohio- _ Kn laa 210 | 1, 737 469 | 1 480 15 2, 897 | 2, 206 
Pennsylvania-_-_-----| 74 | 129 | 36 1 | 209 | 209 
Rhode Island__-_---- | “beeen phe 5 Lech oe titles oldiées 
I i i ea Sd ie i | Shean 
Wisconsin 1 | 142 | ‘ 1 |} 120 1 | bd 64 
Total..........| 448| 3,169] 1,472 | 2 600 is! 3,210 2, 519 
U.S. total... ..| 3, 417 20,218 | 15, 550 | 7 1, 395 25 | 4, 266 2, 821 








Senator CLark. Yes, I think that would give it to us. Can you 
generalize at all? Has the program gotten off the ground in that 
area? It had not a year ago. 

Mr. ZIMMERMAN. Well, in the vear just past, the section 221 
program has continued to become more active. We always have 
the very difficult problem of programing the production of section 221 
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housing as it should be, that is, related to the physical displacement 
of the families that it is intended to serve. 

Senator CLark. Is that not saying in another way that, at least 
in the area of the country which | have outlined, section 221 housing 
as a rule is out of the income range of most of the people who are 
being displaced by governmental action? 

Mr. ZimmerMAN. I do not believe that 1 am the best one to answer 
that, except in a very general way. 

I think that it must be obvious that families are being displaced 
covering a wide range of incomes, and it is certainly true that the 
section 221 program does not serve those families in the lower income 
brackets. 

Senator CLark. Do you want to comment any further on that, 
Mr. Walker? 

Mr. Waker. Just in an optimistic vein, Senator. Section 221, 
of course, is composed of two phases, one in rental, which I think 
you are concerned chiefly with, because of your interest in the larger 
cities. But it has also-— 

Senator CLark. Just because I felt we had a pyramid. At the 
base of the pyramid are the low-income groups. These are the 
people we are really concerned with. 

Mr. Waker. Even in our own State, Senator, in the sales portion of 
section 221 for relocation in towns that have urban renewal programs, 
like Harrisburg, we are also beginning to get a very satisfactory result. 

But I think Mr. Zimmerman shares with me the need to examine 
what we can do in another field—the rehabilitation field—and he has 
appointed a topflight committee to meet with my people in an effort 
to examine the potentialities and possibilities of both sections 220 and 
221 in this entire field. 

Senator CLark. Are you getting together any statistics which 
would indicate the extent to which displaced families are moving 
into sections 220 and 221 projects? 

Mr. Waker. We will. 

Senator CLark. It would be interesting to have that. 

And, Mr. Davern, in this same connection, I raise the query as to 
whether your recent requirement that the local governing body must 
approve every single public housing site before you go ahead, may 
act as a real deterrent in relocating families displaced by urban 
renewal, particularly when you are dealing in terms of scatteration 
of sites, ‘which your Agency approved only a year or two ago. 

I wonder if you would comment on that? 

Mr. Davern. We do not think so, Senator. The objective behind 
that procedure is to get the program off the ground. 

The biggest reason for this backlog of annual contributions contracts 
is loss of sites by local authorities. This generally occurs after 
preliminary planning has been completed. We also encounter it 
after final planning has been completed. We have had cases where 
a contractor is on the site and the housing authority is directed by 
the local government to abandon that site. 

We believe that it will speed up the accomplishment of the program, 
because when the site has been approved by the local government we 
think that the housing authority may then proceed and complete the 
project. 
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Senator CLark. I think that that may in large part be true, par- 
ticularly with respect to the sites where it is intended to erect a ‘large 
number of public housing units. But this could not be true and it 
cannot make much sense, can it, to require the governing body to 
approve each individual house which is required for public housing 
purposes? 

Mr. Davern. Senator, I must have missed your point. The plan 
does not require approval of individual parcels in the scattered-site 
projects, such as the one that is being experimented with in Phila- 
delphia. For such projects the approval will be just exactly like what 
is in Philadelphia, where site approvals are required under the co- 
operation agreement. In lieu of approving the individual parcels that 
might go into the project, the local governing body will be asked to 
approve the area within which these individual parcels are located. 

Senator CLtark. But not the individual lot? 

Mr. Davern. No. As a matter of fact, we had to go back to the 
city council in Philadelphia and have the cooperation agreement 
amended since it provided for approval of individual sites. 

Senator Clark. So that we understand each other, in the scatteration 
program you are not going to require the city council to approve each 
house? 

Mr. Davern. Oh, no. 

Senator CLarK. But only the general area? 

Mr. Davern. Only the area. 

Senator CLARK. Fine. 

Mr. Walker, I would like to have you follow me, if you will, in order 
to support the contention made in the last sentence of your statement 
that the level of capital grant authority provided through fiscal 1961 
should be adequate to sustain the ambitious and constructive pro- 
gram you outline. I have a raised eyebrow on that, and I want you 
to convince me you are right. 

I am wondering to what extent, if at all, that statement is condi- 
tioned on your new arrangement of delaying the grant authorization 
until after the preliminary planning has been completed, which, as I 
understand it, will in most instances, be calling for a delay in the 
grant authorization of a couple of years. 

Mr. Waker. I think, Senator, that 

Senator CLark. I am not criticizing. 

Mr. Waker. No, but if this does anything, it will hasten the 
actual capital grant reservation by forcing the completion of planning 
at an earlier date to get that grant reserv vation. 

Senator Ciark. I think that is true of the long run, and I agree 
with you that probably it is a wise new “gimmick” that you have 
come to. But in the short run is not the end result going to be to 
enable you to stretch out the present grant authorization a substan- 
tial amount of time further than it would have been under the old 
procedure? 

Mr. Waker. No, sir. No, sir—and for one very good reason. [I 
would not be euilty of leapfrogging Congress. While we are not 
making the actual grant reservation, Senator, we are making some- 
thing which is just as valid, I believe, and that is an earmarking. 

Senator CLARK. I agree with that, ‘and I think that is fine, but the 
earmarking does not use up the statutory authority the way the 
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grant authorization does, and, therefore, the end result I would still 
think—and tell me why I am wrong—would be to stretch out the 
$300 million which you are going to start working on on July 1 

Mr. WaLker. Well, I do not believe anyone ‘could say now that 
because we have not made the actual grant reservations we still 
have $350 million of grant authority, because we do not. 

Senator CLARK. You do not take that position? 

Mr. Wa.LKER. No, sir; not at all. We have entered into moral 
and, in fact, firm letters where we have earmarked these capital grant 
funds, which in effect, Senator, serve the same purpose as the 
reservation did. 

Senator CiarK. Let’s see if we understand each other. I hope we 
do. The end result is that when you make this statement at the end 
of your prepared remarks that the level of capital grant authority 
should be adequate, you are allocating an earmarking against capital 
grant authority just the way you used to allocate a grant reservation? 
Is that right? 

Mr. WaLKER. Right, sir. 

Senator CLarK. That is fine. I congratulate you on that. 

Mr. Waker. I would not be a party to anything else. 

Senator CuarK. Well, good. This is indeed cheerful news. 

Now let me take you through these figures. As of December 31, 
as I understand it, you had unused authority of $282 million. 

Mr. Waker. Through what date? 

Senator CLark. December 31, 1959. 

Mr. Waker. Well, all right. I suspect that is true. I have 
brought my figures down to January 31, 1960. 

Senator CLarK. What do you have then? 

Mr. Waker. We have $261 million. 

Senator CLark. So probably the other figure is about right? 

Mr. Waker. It looks to be about accurate. 

Senator CLark. At that time you had pending applications totaling 
$273 million. What do your figures show? 

Mr. Waker. Well, Senator, this $273 million was a hangover 
from our so-called pipeline figures. I wanted to bring to you ‘what 
I thought would be current and valid figures, and so I had every 
region polled very carefully and every community contacted. Would 
you like to go into these figures now? 

Senator CLark. I would like the final figure as to what you think 
the realistic pending application figure is now. 

Mr. Waker. The pending at this moment I would say is $249.7 
million. 

Senator CLarxk. In round numbers, $250 million? 

Mr. WaLKeER. $250 million. 

Senator CLarkK. That is down $23 million from the figure I gave you. 

Mr. Waker. That is right. 

Senator CLark. Now, then, working on the $250 million figure, 
you will recall that when the program slowed down in September of 
1958 your predecessor, Mr. Steiner, testified that applications were 
then coming in at the rate of $40 million a month net. What is your 
present experience with respect to new applications coming in? Is it 
about that level, lower, or higher? 

Mr. Waker. No, sir, it is not at that level at all now. Now, 
Senator, I have to be careful to point out to you here that we are not 
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finished with our backlog. We are still working on a backlog of 
applications that were held over. 

Senator CLark. I understand. 

Mr. Wacker. But new applications are coming in more at a rate of 
about $22 million. 

Senator CLarK. How do you account for the fact that the rate of 
new applications has tapered off despite the fact that so many cities 
are apparently just moving into the program? 

Mr. Waker. Well, Senator, here we have an assumption that there 
are so many new cities. Actually, the greatest number of applica- 
tions are from repeaters—and there are not a terrific number of new 
cities moving into this. 

Now, we anticipate that there will—— 

Senator CLark. Would you not agree in our State, yours and mine, 
that there has been a very substantial expansion of the number of 
communities which have applied for urban renewal grants? 

Mr. Waker. Yes, but your State and mine, Senator, has been 
aggressive. <A great many of those already have their capital grant 
reservations. 1 doubt if we have three new city applications on the 
books at the moment from the Commonwealth of Pennsylvania. 

Senator CLarK. I just saw the other day that Lower Merion 
Township is coming in with one. 

Mr. Waker. That is right. 

Senator CLtark. That is one of the three? 

Mr. Waker. Yes, that is one of the three. 

Senator CLarK. This is indeed interesting, too. 

You do not think then that for the next 12 months you are going 
to have much more than $22 million or $23 million a month of new 
applications for urban renewal grant authorizations coming in. As 
far as you can ‘crystal ball’’? 

Mr. Waker. As far as I can “crystal ball.’’ I have some pretty 
good reasons for that, Senator. 

Senator Ciark. I would like to have them. 

Mr.:Watker. Well, two things are happening. The Federal- 
State highway program is now moving out, I think, of the virgin 
acreage areas and it is getting into larger cities. 

Senator CLtark. Let me interrupt. And this is making additional 
relocation headaches; is it not? 

Mr. WaLKeER. Yes, sir. $37 million, for example, of the applica- 
tions that are in hand have become questionable for reasons such as 
the location of highways. This is happening in cities all over. 

Senator CLtark. You mean many of the cities have not done the 
good job New Haven did in coordinating its highway program with 
its urban renewal program? Is that a fair statement? 

Mr. Waker. Well, I have a great deal of respect for New Haven, 
Senator. I am not too familiar with how they did coordinate this. 

I can say to you that we are trying to do our best in this field of 
coordination. 

Senator CLark. You are in touch with the Bureau of Public Roads 
occasionally? 

Mr. Waker. Constantly. 

There are other factors. For example, there are some cities, re- 
peater cities, who have awakened to the fact that they have still got 
to come up with the one-third contribution. 
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IT am afraid there have been some indications given cities by some 
people that this could be met by the accumulation of local grants-in- 
aid that failed to materialize. And some of these cities now want to 
take another look at their position. They have come to accept this 
as a legitimate function of municipal government, but they now want 
to schedule it just as they would a capital improvement program, and 
they do not want to be burdened simply to reach a reservation—with 
an obligation that they see no way of fulfilling except in an orderly 
progression into the future. 

Senator CLark. Does that complete your statement of the reasons 
why you think the grant applications are falling off in volume? 

Mr. WaLker. Well, yes, I think it does. 

Senator CLark. My friends at the American Municipal Associa- 
tion suggest to me, and I would like your comment on this, that your 
Agency does not have adequate staff to advise the cities on how to 
comply with requirements and filing applications, processing of the 
work, and that this is acting as a real deterrent. 

You said a little while ago that you thought you were geared up 
to handle a flow of applications at about a $50-million-a-month rate. 

Is the association wrong in that? 

Mr. Waker. You are asking me if the American Municipal As- 
sociation savs we are not set up to service communities? 

Senator CLark. Yes. 

Mr. Waker. Let me put it this way: If the American Municipal 
Association is indicating that we are not running a sales agency, | 
will have to agree with them. But if they are asking if we are set 
up to render any and all assistance to any community which by its 
own initiative wants to come into this program and do its job, we can 
adequately handle any problems of servicing that these communities 
may need. 

Senator Crark. Actually, the problem is halfway in between 
sitting back on your ‘iaunches and doing nothing and going out and 
selling Fuller brushes; is it not? 

Once the applications are in, | know vou personally are only too 
anxious to do the job that has to be done to get people who do not 
really know too much about this great maze of bureaucracy, despite 
vour efforts to cut redtape, to get what they want. 

Mr. Wacker. Senator, if any community anywhere indicated, by 
word written or spoken, that they were interested in the problem, I 
would have to deal severely with any regional office that did not 
render that community the kind of service it was entitled to immedi- 
ately. 

Senator CLark. That is your reputation, and I congratulated you 
for it before. But now I am told that vou are not staffed up to 
handle that very well. You disagree; do you? 

Mr. Wacker. I do. 

Senator Cxiark. All right. One final line of inquiry. I am con- 
cerned that we really are not going to clear our slums within the life- 
time of anybody in this room if we do not move ahead faster than 
we have been moving. I want to see if you follow me, and whether 
I am right. 

Under Senator Sparkman’s direction, this subcommittee made 
pretty careful study of the mortgage credit problems which will con- 
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front the country during the next 10 years. The American Municipal 
Association has been in this act also, as you know. 

I think it is a fair statement—and see if you agree—that there still 
are about 6 million substandard units in the United States today which 
are in such bad shape that they will have to be cleared through the 
urban renewal process. Would you have any way of either agreeing 
or disagreeing with that figure? 

Mr. Waker. I would suggest, Senator, that this figure could be 
4 million, 6 million, or 8 million. 

Senator Crark. If you say four, six, or eight, you would not quarrel 
with me for taking six? 

Mr. WatkeEr. No, sir. 

Senator CLark. I think it is correct—and tell me if I am wrong— 
that the average Federal contribution per unit cleared is $3,000. 

Mr. Waker. I would like to have those figures if it is possible. 

Senator CLark. I wish you would take a look at it. I will ask Mr. 
Hugh Mields, of the American Municipal Association, who is sitting 
back here behind you, to see you get the figures. 

If that is the correct total, the bill for clearing the slums would be 
$18 billion. If we did it in 10 years, it would be $1.8 billion a year. 
At the moment we are doing it at the rate of $300 million a year, so it 
will take 60 years to do the job. 

Would you like to comment on that? 

Mr. Wauker. Yes; I would indeed. Unfortunately, there is no 
magic wand in Federal dollars. A program authorizing Federal dol- 
lars to do this job will not get it done. You are going to have to do a 
lot of other things. 

One of the things I hope to do in this program is to put it on a basis 
of ability to digest; and I suggest, Senator, that if we get it on this basis 
we will move a lot more rapidly toward this business of cleari ing our 
slums than we have in the past decade, with these millions of dollars 
dangling and in too many instances going unused. 

Senator CLark. I agree in substance with what you say—that 
Federal dollars are not going to do the job—but you will agree with 
me the job is not going to be done without Federal dollars, will you 
not? 

Mr. Waker. Yes, sir. 

Senator CLtark. The only disagreement that you and I have so far 
as I can see is that you think the present authorization is adequate 
and I do not. 

Mr. Waker. That is right. 

Senator Ctark. Thank you, Mr. Chairman. 

Senator SPARKMAN. Do you have any questions, Senator Capehart? 

Senator CaPEHART. No 

Senator SPARKMAN. Senator Williams? 

Senator WILLIAMs. Just one question, Mr. Chairman. 

Senator SparKMAN. All right. 

Senator Wiiurams. I wonder if we could get a picture of the applica- 
tions pending similar to the one Mr. Davern gave us on public housing 
in urban renewal. 

Mr. Waker. You certainly can. 

Senator Wiiurams. Not now, but I think that would be useful for 
the record too. 
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Senator SpaARKMAN. I think it would be very good. 

Mr. Waker. I would be delighted to. 

Senator WiuuiaMs. If you have any way of determining those that 
you think will not be pursued with zeal, as Mr. Davern suggested 
with his, I think at least for my State I would like to know that, too. 

Mr. WaLKer. Senator, I will be happy to do that. 

(The information requested follows:) 


New project applications pending Jan. 31, 1960, from cities in New Jersey 


























\Project} Amount | Amount to be 
City | Project name num- requested approved 
ber | 
ee = 
ON ih ia sa EMI BION Si cccicmrascucden | R-57 $3, 791, 000 | $3, 791, 000 
ne I Pemree Were Oren. k. nccecece R-42 749, 890 749, 890 
Hackensack-.____- --| Central Ave.-Passaic St R-41 702, 640 | 702, 640 
Neptune. -- ..| Atkins Ave_....... | R-56 476, 550 476, 550 
Newark--. Newark College-.- R-45 4, 466, 333 4, 000, 000 
(SSS ..| South Broad area... .| R-52 4, 550, 000 4, 000, 000 
Ree ee a REIN ARI oo acc nec cencncenus R-58 13, 676, 000 5, 000, 000 
New Brunswick ---_......... OS ea ara | R-54 2, 102, 700 2, 102, 700 
PI I R-46 910, 774 910, 77 
—_————————_| 
EE SES a a nT eae ae 31, 425, 887 | 21, 733, 554 


Senator SPARKMAN. It is now just past 12:30. I would like to 
know the wishes of the committee and of the gentlemen who have not 
made their presentations. 

Would it be acceptable to you to return at 2 o’clock? 

Mr. Mason. It would be perfectly acceptable to us, Senator— 
whatever the committee wishes. 

Senator SpaRKMAN. Then, if it is agreeable, I suggest we recess 
and meet here at 2 o’clock. 

(Whereupon, at 12:33 p.m., the subcommittee recessed, to reconvene 
at 2 p.m., this date.) 

AFTERNOON SESSION 


Senator SparKMAN. Let the subcommittee come to order, please. 
I think we will move ahead. Other members of the subcommittee 
will be here a little later. 

Who is next, Mr. Mason? 

Mr. Mason. Senator Sparkman, our next witness is Mr. John 
Hazeltine, who is Commissioner of the Community Facilities Ad- 
ministration. 

Senator SpaRKMAN. Mr. Hazeltine, we are glad to have you, sir. 
You may proceed in your own way. 


STATEMENT OF JOHN C. HAZELTINE, COMMISSIONER, 
COMMUNITY FACILITIES ADMINISTRATION 


Mr. Haze.tine. Mr. Chairman and members of the subcommittee, 
I am always glad to appear before you and to report on the progress of 
the various programs administered by the Community Facilities Ad- 
ministration. This has been a busy year for us thus far in many re- 
_spects; I feel that each of the three major CFA programs—college 
housing, public facility loans, and the program of advances for public 
works planning—has made substantial progress toward achieving the 
ends contemplated in the legislation, and that our techniques of ad- 
ministration have been strengthened and refined. 
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COLLEGE HOUSING PROGRAM 


Our largest and most active program is the college housing program 
with which I know you gentlemen are all well ac Guainted. Following 
the enactment of the Housing Act of 1959 late in September, this pro- 
gram went back into high gear, so to speak. Due to the absence of a 
Housing Act of 1958, we had, at the direction of the President, been 
making reservations of funds on a contingent basis and with the avail- 
ability of an additional $250 million, these could be firmed up and 
applic ations processed to final approval. However, since $160 million 
in applications had been tentatively committed in advance through 
the contingent reservation process, the new authorization was com- 
mitted in early November with the exception of a small reserve for 
overruns on previously approved projects plus the balance of the funds 
in the sublimitation for loans to hospitals for the housing of student 
nurses and interns. As of the first of this month 135 applications 
totaling $155.2 million were on hand which could not be processed 
due to lack of authorization. 

As you know, the President’s budget does not contemplate an exten- 
sion of this program, and no new authorization is being requested. 
The program would be replaced with a broader college facility pro- 
gram under the administration of the Department of Health, Educa- 
tion, and Welfare. 

The accomplishments of the college housing program since its incep- 
tion in 1951 have been substantial, encompassing 1,200 separate proj- 
ects with loan amounts of almost $1,175 million, and providing some 

285,000 housing accommodations at colleges, universities, and hos- 
pitals as well as nearly a hundred related facilities such as student 
unions, student centers, dining halls, cafeterias, and health centers. 
We are pleased with the favorable comments we have received on the 
operation of the program and its administration. 

Senator SpARKMAN. In that connection, may I ask this question, 
before you leave the college housing program. I will have other ques- 
tions later. You do not say anything about the loans. Of course, I 
realize they are really not old enough yet for you to get much experi- 
ence out of them, but have they all been kept up to date? 

Mr. Haze.tine. Yes, sir. As far as I know, at this time, there is 
no loan that was made under the college housing program that is 
actually in bad default. Oftentimes, a loan will be in technical default, 
due to the several requirements under the bond indentures, and so 
forth, which are repaired and placed back into proper form on the 
audit each year, but we have no college at the present time which is 
really in default. 

Senator SpARKMAN,. Thank you, sir. 


PUBLIC FACILITY LOANS PROGRAM 


Mr. Haze.tine. We also administer the public facility loans pro 
gram. The authorizing legislation provides that priority be given in 
processing applications from communities of less than 10,000 inhabi- 
tants for water, sewer, or gas distribution facilities; 97 percent of the 
applications received are within the criteria, both as to population 
and type of projects. 

Through January 31, 1960, loans requested amounted to $176 million 
from 505 applicants; 277 loans have been approved for $83 million. 
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It is a basic agency policy to encourage active private participation 
in the financing of these projects. A public offering of the project 
securities is required prior to purchase by the Government. As a 
result, 31 of the loans approved, totaling $8.4 million, were purchased 
by private investors. 

Furthermore, since the inception of the program, 51 applications 
were withdrawn prior to approval due to the fact that this agency 
had materially assisted the applicant in developing a sound presenta- 
tion which interested private investors. 

Of the $100 million revolving fund at January 31, 1960, $74 million 
of loans and commitments have been made, leaving uncommitted $26 
million. We have on hand applications totaling $21 million. As you 
are aware, the President in his budget message proposed that legisla- 
tion be enacted to increase the authorization by $100 million, subject 
to yearly appropriation. It is estimated that ‘this additional money 
will be sufficient to finance the program for several years. The current 
active interest rates for 30-year loans are 414 percent for general obli- 
gation bonds and 4% percent for revenue bonds. 


PROGRAM OF ADVANCES FOR PUBLIC WORKS PLANNING 


This fiscal year, 1960, is the fifth full year of operation of our 
program of advances for public works planning. Two previous pro- 
grams, authorized in 1944 and 1949, have been in liquidation since 
1951. 

The planning program is designed to encourage municipalities 
and local public agencies to prepare and maintain a current and 
adequate reserve of planned public works which can readily be place 
under construction and to promote economy and efficiency in planning 
and building public works. These advances are repayable without 
interest when construction is undertaken. 

-An increasing demand for new public works confronts almost all 
communities and urban areas as they cope with the needs and goals 
of our growing population and enterprise. Existing facilities also 
must be renewed and enlarged to keep pace with the need for improved 
services. The provision of adequate and properly designed essential 
community facilities is a major key to the orderly continuation of 
community and area development. I think we all agree that such 
development must continue if we are to generate consistently the 
kind of growth patterns that yield economic and national well-being. 

The program is financed by a $48 million revolving fund of which 
$30 million has been appropriated. That this program has received 
wide acceptance is shown by the fact that through January 31, 
1960, 2,238 applications had been filed for the planning of nearly all 
types of public facilities; 1,534 advances have been approved, of which 
271 were later rescinded at the request of the applicant, leaving 
1,263 net approved advances amounting to slightly less than $30 
million. Of these approved advances, 931 plans have been com- 
pleted to date which represent $1% billion in total construction ex- 
penditure; 248 of these planned projects have gone into the construc- 
tion phase, thereby permitting $5,175,000 in advances to be recovered 
to the revolving fund. In fiscal year 1960 we anticipate the approval 
of some 415 applications totaling $10.5 million in advances and that 
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the same general program level will be maintained through fiscal 
year 1961. 

Senator SpARKMAN. Thank you, Mr. Hazeltine. 

Senator Clark? 

Senator CLark. No questions. 

Senator SPARKMAN. Senator Williams, Mr. Hazeltine has just fin- 
ished his statement on the Community Facilities Administration. 
As you know, that includes college housing, the public facility loans 
program, and the program of advances for public works planning. 
He has discussed all three of them quite briefly. You were not here 
at the time to hear all of it, but you might look at the statement and 
perhaps I can ask a few questions if you are not ready. 

Senator Wiuuiams. I will review the statement. Thank you, Mr. 
Chairman. 

Senator SpaRKMAN. Senator Capehart, Mr. Hazeltine has just 
completed a rather brief statement. 

I note your statement, Mr. Hazeltine, reminds us that the President 
has not requested any additional authorization for the college housing 
program. In fact, it is contemplated that that program will terminate 
and be replaced with, as you say, a broader. college facility program 
under the administration of the Department of Health, Education, 
and Welfare. That bill to which you make reference is S. 1017, is it 
not? 

Mr. Hazextine. Yes, sir. 

Senator SpARKMAN. That is pending before the Labor and Public 
Welfare Committee, I believe, of the Senate. 

Senator Cuark. Will the Senator yield? 

Senator SpARKMAN. Senator Clark, are you not a member of that 
committee? 

Senator Ciark. Yes, I am. 

Senator SPARKMAN. You might be able to direct the questions to 
Mr. Hazeltine regarding this better than I, because you know the 
situation. I was just going to comment that it is my understanding 
that that bill has not a chance in the world of getting out of that 
committee. 

Senator CLarK. The Senator is quite correct. It will never get out 
of the committee. 

Senator SpaRKMAN. On the Senate floor I have said repeatedly, 
and I said this last year, particularly in connection with the classroom 
program, that as far as I know, while I felt this was a perfectly good 
program and one that had demonstrated its worthwhileness, I would 
not object to discontinuing the program when another adequate pro- 
gram comes into being to take its place. But it seems to me we would 
be rather foolhardy to shut up shop before the other program is ready. 
I frankly see no chance of it opening any time soon. 

May I add this. For that reason, and with the knowledge that 
you have brought out in your paper here that there was developing 
a tremendous backlog of applications, Senator Fulbright and I intro- 
duced a bill on February 1. Have you seen our bill? Are you familiar 
with it? 

Mr. Hazeuitine. Yes, I am aware of it. 

Senator SpaRKMAN. In which we ask, I think, for rather modest 
sums for the continuation of this program—$250 million, to be made 
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available upon enactment, and $250 million on July 1, at the beginning 
of the new fiscal year. 

This is not for the purpose of considering legislation. This is really 
for a review of the program. Nevertheless, I think it is well to inject 
this thought at this time. It seems to me that in the absence of an 
apparent promise of legislation of this type that the President desires, 
it would be foolish of us to close down on this program. 

T will yield to Senator Clark. 

Senator Ciark. Just for the information of the other members of 
the committee, as you know, Senator Fulbright and Senator Sparkman 
have introduced an extension of the college dormitory loan program 
which has been referred to this committee. I hope very much we 
will have hearings and it will be reported out and passed. Mean- 
while, a college classroom bill was referred to this committee last year 
and appeared in the Omnibus Housing Act which was twice passed 
and twice vetoed. It was taken out in the third bill which was 
signed. It has been offered as a separate measure and has been 
referred to the Labor and Public Welfare Committee, where I am 
most sanguine that it will be reported out. I was prepared to offer 
it as an amendment to the education bill, but under the urging of 
Senator Hill and Senator McNamara, I agreed not to do so, with the 
understanding that they would support it as separate legislation 
before the Labor and Public Welfare Committee. 

Senator SPARKMAN. May I say that relates onlv to classrooms and 
not to this? 

Senator CrarK. Not to this. It has been my hope that this 
committee will report out the bill you and Senator Fulbright sub- 
mitted and Labor and Public Welfare would report out the academic 
facilities classroom bill. They might be, perhaps, considered together. 
It might be that they would be considered separately. I woul add 
this fact: That in his statement of his legislative objectives which he 
made at the Democratic conference earlier this week, the majority 
leader has endorsed the academic facilities classroom bill as well as 
college dormitories. 

Senator SparkMAN. I will not ask you to make any comments 
unless you want to, Mr. Hazeltine. 

Mr. Mason. Mr. Sparkman, it seems to me that Mr. Hazeltine’s 
report showing you the amount of backlog that he already has is 
indicative perhaps of his inner feelings about this program. 

Senator SparKMAN. That is a very choice use of the English 
language. Iran into this down in my own State, as I am sure every 
Senator does. I am not sure that every college in my State has used 
it. I think there are 21 colleges down there. The vast majority of 
them have used this, and for some it has been absolutely a lifesaver. 
One college president said to me, ‘‘We so badly need dormitories for 
the opening of school this fall that we cannot possibly fill our enroll- 
ment quota. We cannot finance them any other way except through 
this program.”’ 

We are going to have to turn the students away from all the 
colleges which are confronted with this. I saw in the paper the other 
day that a land-grant college in my State, at Auburn, on October 1 
had to close its books against the admission of students next year 
because of housing requirements. That is a State-supported school. 
It is a tax-supported school. Ihave always felt that our tax-supported 
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schools ought to be ready, willing, and able to accept every student 
properly qualified who comes knocking on their doors. And yet we 
are confronted with a situation that without some kind of program 
like this they are simply not going to be able to build. 

Mr. Mason. The administration is not opposed to a college dormi- 
tory program. 

Senator SpARKMAN. I understand that, and Mr. Hazeltine says 
here that is to be replaced. Later on we will take up this bill, and I 
hope it will be rather soon. I just wanted you to know my feeling, 
and I believe it is the feeling of this committee. I think it is certainly 
the feeling of the Labor and Public Welfare Committee before which 
S. 1017 is pending. Therefore, I hope you won’t just shut your minds 
against it but accept it as a practical proposition, when the other one 
goes through, that is, when an adequate program goes through to 
provide these facilities. Goodness knows I certainly would not insist 
upon any jurisdictional prerogatives that belong to this committee 
for issuing legislation. What 1 want to do is to see the job done, and 
it does not matter to me what agency does it or what committee 
handles the legislation regarding it. It just happens we have this 
program going. It is a highly satisfactory program. It has been one 
of great value to the schools throughout this country, and as I said 
a few minutes ago it has been an absolute lifesaver for a great many 
of our colleges, particularly our smaller colleges, that never in this 
world could have obtained the dormitory housing that they needed 
without this help. 

Senator CLark. Of course, for every dormitory we need two or 
three classrooms, laboratories, and libraries. 

Senator SPARKMAN. I am not arguing against your bills. I stick 
to this program right now. I agree with you on the need of class- 
room, too, but Mr. Hazeltine is not concerned with that and is testi- 
fying only about college housing. I mean in this particular phase. 

Senator Williams? 

Senator Wiiurams. I do not want to take too much time, Mr. 
Chairman, but I did want to ask a couple of questions. 

I wonder, first, Mr. Hazeltine, how large a department do you have 
to administer the college dormitory program? 

Mr. Haze.tine. Under our organization, in the Housing and Home 
Finance Agency, the regional officers are under the Administrator with 
people in each of the offices who work either primarily or part tame 
on college housing, such as the engineering people, the finance people, 
and the legal people. In our Washington agency, we have a small 
group. We only have about 75 people for all three of these programs 
and the school program here in Washington, and we have a matter 
of 18 partial bodies, you might say, working on that here. 

Senator Wituiams. I see. And you have built this operation up 
over many years, since 1951? 

Mr. Hazeutine. I have been here since 1953. 

Senator Wiiuiams. And the college housing program is how old? 

Mr. Hazextine. The college housing program started in 1951, but 
it was shelved temporarily. during the Korean situation and then 
opened up quite strongly in early 1953. 

Senator SpaRKMAN. It was enacted in 1950; was it not? 

Mr. Haze.rine. The first loan was made in 1951. 
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Senator SpaARKMAN. The first what? 

Mr. Haze tine. The first loans were made in 1951, 

Senator SpARKMAN. It was enacted in 1950, but naturally it took 
time to get underway. 

Senator WituiaMs. Just one further question along these lines. 
Do you have any knowledge of the Health, Education, and Welfare 
Department, what they have in the way of administrative machinery 
and if they were given the opportunity to provide loans for college 
dormitories? Would they have to create an agency to handle it? 

Mr. Hazettine. I have no knowledge of the actual organization of 
the Department of Health, Education, and Welfare. 

Mr. Mason. Mr. Williams, the legislation that is before the 
committee provides that our Agency will do the fiscal, architectural, 
and engineering work. ‘They will head it up and we will do that work, 
as we do in the school program now. 

Senator WituiaMs. That is all I have. 

Senator SPARKMAN.. Thank you very much, Mr. Hazeltine. 

Mr. Hazettrne, I would like to add one thing, Mr. Chairman. 

On my statement here on public facility loans, it was written prior 
to the time that a new interest rate was approved by the Adminis- 
trator, and the new interest formula has been much more flexible in 
connection with the rather peculiar interest variations that there have 
been at this time that will probably be quite an improvement on this 
present one. We have not used this formula as it is, the present 
formula, for a year and a half, because of the high rate of short terms 
which were throwing us way out of line and too high. So we are 
putting this other one in, and it will go into effect the 23d of February. 

Mr. Mason. Our current formula, the one we are replacing, was 
weighted heavily with Government bond yields and the Government 
bond yields have been so erratic and so out of line they have thrown 
our formula way out of line. The new formula pays more attention 
to the returns on commercial loans that are made for similar—or 
loans made to municipalities for similar facilities and is not weighted 
so heavily with Government bonds, and the results are a lower interest 
rate than the old formula would have produced. 

Senator SPARKMAN. Mr. Hazeltine, I wonder if you could correct 
that for the record. I mean, put in the new one. 

Mr. Hazetrine. I will furnish a statement to add to this. 

(The information referred to follows:) 


Hovusinc AND HomeE FINANCE ADMINISTRATION 


The formula upon which these rates are based was developed 4 years ago at the 
inception of the program and has worked relatively well until the excessive 
fluctuation in Governments, which were included in the formula, threw it out of 
balance. Strict adherence to the formula in the past 18 months would have 
resulted in interest rates higher than the Administrator considered justified under 
the intent of the law. A new formula based on municipal bond market yield 
indexes will go into effect February 23, 1960. The new formula utilizes the 
average of (a) the composite average y ield of the published bond yield indexes for 
outstanding municipal bonds consisting of: (1) Moody’s ‘‘Long-term Composite 
Municipal Bond Yield Average,” (2) “The Bond Buyer’s State and Municipal 
Index” (20 issues), (3) Standard & Poor’s “Fifteen High Grade Municipals,’”’ and 
(4) the Dow -Jones “Municipal Bond Index,” and (b) the published 20-year median 
reoffering yield for general obligation bonds compiled by the Investment Bankers 
Association. It also provides that the interest rates charged should be not less 
than the interest rate payable by the Housing Administrator on borrowings from 
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the Treasury of comparable maturity plus one-quarter of 1 percent. This will 
result in a rate of 4% percent for 30-year general obligation bonds with no increase 
for longer terms, and a decrease of one-eighth of 1 percent for every full 5 years 
less than the 30-year term. Revenue bonds will be one-quarter ‘of 1 percent 
higher than GO bonds. 

Senator SpaARKMAN. By the way, in both public housing and urban 
renewal this morning, a list of pending projects was offered for the 
record. Would it be much trouble for you to give us that in connec- 
tion with this? 

Mr. Hazevtine. We can furnish the same thing 

Senator SpARKMAN. I think it would be very helpful if we could 
have a list of the projects and their status, however you may 
describe it. 

Mr. Hazevtine. We will be very pleased to give it to you. 

(The information referred to follows:) 


Public facility loans program—A pplications on hand as of Feb. 15, 1960 





























Amount of 
Applicant community Type of faeility loan 
requested 
Alabama: ° 
Adamsville TN ge wc cranicrccseaeioudtin $646, 000 
Te Sots ad alee ean ae all O04 oc idwncasclian 117, 000 
a wisconsin sakes maamaomoniet ey er eae 105, 000 
I ee ate al Soar terete ene meri Riloseucecesscaneam 196, 000 
Rainesville ; Lee 114, 000 
OOO stain sss 3545 0d56s 8nd 5bde noses sects bao taveasee sc0e GaSns- 2080030540 1, 300, 000 
Arkansas: 
a eet cman Oe ce ai a 147, 000 
a IIE. runnicriaditandin’ 97, 000 
I ao a a ar ere Streets. ......< Sideieiaeoh | 22, 000 
Crawfordsville. ..............- mM Re ccoe nines weno auaneamenie BOWE iitccdidasnnns 94, 000 
Crossett: 
Natural Gas Improvement District No. 2 cae | 188, 000 
Water and Fire Protection District No. 1 WR tins eat 419, 000 
ne on ng cane nanan aidgrerele | Water and sewer_---| 123, 000 
PND on tide nwacncnsrcmaca sees pe ewnn ae ams npenwcicnns | UI octane cikemceecel 140, 000 
I a a I a Be re tO aaa 48, 000 
Sewer Improvement District No. 1 ‘ | Ra os scission 47,000 
Nee en ne eee aceoan ERR | 76, 000 
MI PAs og onc ila peak GREK bk ee bok wd names Water and sewer__._| 139, 000 
a a edake we ions PREETI ES -} 58, 000 
Waser ameprovement Distrist.. ..-. .. .. davkde a... cn cene Scat do. ae 58, 000 
California: Caruthers Community Services District...............- | Water and sewer___. 335, 000 
SINT MI srtisic hea ecnnercindenassaannssmcn acai aennisoaus [lsc scencunans 444, 000 
Florida: | 
CE aa GR a atc kallale iacsioeadbie | Water and sewer___- 265, 000 
St. Augustine: Anastasia Sanitary District. ................._.-_| Re 280, 000 
os a | es niccnounannnn oie og eee 275, 000 
Georgia: 
ee isis gpl cicg MMPI INIA Nk a a ie y 51, 000 
I cr inca sca cxaeancsaaiaooeeliecsie ino .| Ws é sewe | 354, 000 
Trenton: Dade County Water Authority. ; ‘ 1, 260, 000 
Illinois: 
I a ta tea ig ine wei Sew 152, 000 
6 el Se si SE i eG 5 Sea ...| Wat . 10, 000 
Elmhurst: North Elmhurst Sanitary District. _.........______- PE sacar neecnel 404, 000 
Granite City: Mitchell Public Water District_..............__- I oe 29, 000 
SO SRN a oho os ac en taciomses weed corona ele aes La do_.... Sesto tell 31, 000 
es Sree ee ee ee a Rae «kT Reet ee 130, 000 
I PU Ris os cere echdeeemnnitdiinn ain teh aaaneeee iii bd ediwcdd 1, 399, 000 
Kentucky: | 
Butler: Pendleton County Water District....................... in cicscocuictienscitealil 307, 000 
Crestwood: Oldham County Water District.................-_-- Ss ad neds ieee 646, 000 
i ae ceiesetessaas Srasasibie RMN aidbihca anurans enten TIE sic ccvinionzismnichhedae 350, 000 
Louisiana: 
aD alae a ctceciasiee ta tescis ND olanbainoialn Rew akisiebiai aah amen OR inicansonaalia 240; 000 
a a ac Pea a a cc ae ae “ait eae res 154, 000 
Ne Da a cons incite Water and gas_____. 280, 000 
Mississippi: 
a ite i daa cans panied nad aan alates oc 110, 000 
I a a a le cess RS 121, 000 
I Ss Se ig eeecbtnus 5 Mitac déemaisciee Te ccc cncecdaall 225, 000 


TE Caio ni. deinccncnnccnncdbubdedictdiGadsccccsenamens Water and sewer.... 134,009 
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Public facility loans program—A pplications on hand as of Feb. 15, 1960—Continued 














| Amount of 
Applicant community | Type offacility | loan 
requested 
Montana: 
Billings Heights: County Water District__..............---.-..- LL ea ae ee $1, 750, 000 
Eureka.-....- epi einrenieths Sora sacekriu Eh tel eine aeaemihes Water and sewer-___| 151, 000 
Onsen Rebates rsudnokapagecas aseaseett occemaed ST SL a tacccccn 71, 00 
Neen ee ene cambio | Water and sewer___-_| 450, 000 
SO icici eam mmainmnaie eee eae eee MI et tnco aan 370, 000 
Pennsylvania: 
I | SAR Re 505, 000 
Frenchville: Quehenna-Covington-Karthaus Authority __..__- .) {ere 310, 000 
Newton Hamilton: Newton Hamilton Borough Authority...-__|_....do_...-_-_-_______- 62, 000 
South Caroline: New Ellington. .................................- Es ch etiidcnsecueninniel 65, 000 
Tennessee: 
Andersonville: Andersonville Utility District. ...............-.- se Ree | 250, 000 
Fort Loudon: Fort Utility District of Loudon and Monroe j__-_-_- a ts | 420, 000 
Counties. 
eae maeenbe ents eld, te eae 425, 000 
se ee idk cdsaidumenbinwhicuisue eed | 200, 000 
New Market: New Market U tility OIE SS OS Eee | 205, 000 
Io sna tse cinecieceniestonnas 8 A eth COLE EEE ERE OTE ITAA NO. | eae 450, 000 
a a a ol sie eecnm enn nies niente ea | 270, 000 
Sunbright: Sunbright Utility I 22 eee kt ae Se Rodin: occu 165, 000 
Whitehouse: Whitehouse Utility District of Robertson and pie sicineinitlecenced 973, 000 
Sumner Counties. 
Texas: Haskell, North Central Texas Water Authority__........-___|____- a | 2, 600, 000 
Washington: Clayton: Clayton Water District No. 1........_.-.-. eS Ne camicarodll 20, 000 
West Virginia: Princeton: Oakvale Public Service District____-__--- IG noe cciaisnancaies | 97, 000 
ol a Rccuusinee eke ne aehsaeceeebenccneelcmens MR iedtucccasente | 110, 000 
Ig oe eat biel _| 22, 439, 000 


Program of advances for public works planning—A pplications under review as of 
Feb. 17, 1960 


| 
Applicant Type | Advance | Estimated 
requested | ‘total cost 


Alabama: 
Pc scedewedauas desolate dasa etc edominiacnieie et ES Sik cnc indgavemaens $43,800 $1, 758, 600 
SS ie peal a couse bhatt idence cenbaacanel | Ee ee 28,090 | 1,000,000 
Arizona: | | | 
Se ae a Educational__-_-_.___- See 7, 501 | 492, 818 
State Planning and Building Commission, | Workshop for the Blind____-| 1, 459 110, 838 
Phoenix. 
aig ee BE eae anid 7,000 125, 000 
Arkansas: None. | 
California: | | 
AEE Ee ee ee eee Sierras SNE ice our ccniceel 15, 396 786, 752 
RS SRE a ere ee = Wielobicetbasl Se iecnitectatbiain welche & inmictnini | 9, 667 | 456, 955 
ae See NE i ae fas Bie ae 566 oy siete 5, 422 | 301, 875 
Do-.. Seek eee Eee Reena se nconaane 30,728 | 1, 762, 913 
San Mateo County, Redwood C ity- gee A eee 180,000 | 3,809, 500 
I ge NM cca nigenwecs oo ae 15, 277 | 865, 747 
ar aR Se cinerea 25,920 | 1,612, 927 
rte Le atin daa beleainay a Cuamenkc 52, 000 | 2, 677, 493 
te {ke “Reena, 3, 765 | 241, 596 
a la his gE ee a ita arin acieerternciietnineis | 4,725 | 307,800 
ike nnd Seakehawawheicckn saci Sat do_. | 875 | 64, 200 
RMI So ei ___| Administration n building. aie 20,000 | 1, 837, 166 
ae | Educational_- 14, 746 551, 746 
Cabrillo Joint Union Junior College District, |-....do_.-..---..--- diccseatetoc Ss 117,150 | 7,010,000 
Watsonville. | | 
Orland Joint Union School District, Orland_--|_..-.do_....-.-.-.-- bose Se 4, 795 | 269, 817 
ey BI, Bis ond raneaemmndanieiinn RR oe As as | 1, 500 | 48, 950 
Rn ee wine | Sewer. .....- ie cntientus bend | 6, 000 | 490, 000 
Colorado: | | | 
ee el NB it scetnis .....-| 106,500 | 22,000, 000 
Colorado Springs <- : do a wane | 105,500 | 11,000, 000 
Connecticut: Bethel __..| Sewer | 97,075 | 2, 943, 000 
Delaware: | | 
Harrington _-__--- <i de Paste ee noncus women I 8s oo eke | 23,000 | 495, 974 
aie eases eaters 6. 2 Sie Deke eee 49,900 | 1, 004, 000 
Florida: 
pee SS as Sewer___- 13,000 | 1, 944, 000 
NM os 5 SIC UG IE beceutwncweca’ OSs .i. sis he 29,000 | 3,000, 000 
gS Ee eer es? Sy eee Storm drainage oa 28,200 |: 2, 157, 200 
| SB eee Ce AE REAR Rea | ao 9,050 | 524, 350 
SS eee eae ee ee re UD ee et a cae eaen 16, 240 ! 1, 505, 240 





Pre 
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Program of advances for public works planning—Applications under review as of 
Feb. 17, 1960—Continued 





Applicant | 
| 


Georgia: Cobb County 
Idaho: 


Tilinois: 
Rantoul 
O’Fallon 
Coffeen. 
Somonauk 
La Harpe 
Rantoul 

Indiana: 
Goshen 


a a 
SE ii an nds in in ecard tin piainians wena 
Park City Improvement District 








Type 


. 


dewer 


cal isc i cnscandeeadewencnes 


Educational... --- 
eigen 


Storm drainage 
ON cece 





i cs amennsionioicaa PRES 25... sveisinnsnnnieeiamsanmaeal 
Kentucky: 
BR babee ab ennnng anne dondeadnardbnsnnetae  cbapheereesnccncbiens | 
Auburn eI | 
Corbin al 
Do... Se chsicacnmemeneinkennin 
Louisiana: 
IRD toa ca cnumcndnneesee ER: ee Eee 
IN I in. one ninsnieinpsnics cntiroinairw te See ca cage me minbincinnninneiues | 
J ae dca nisic ce Thane Mien emn OO  ———— —— | 
TEA TI os itn scent ceaettasieeciccntintniaenl 
Maryland: | 
Anne Arundel County..............-...-..-.- | Storm drainage_....._._._- 
oll nictnik tess > caiceiain omit ihekio alae os ics nce trametinenidemniciel | 
OSES near e Ss Storm drainage...-.........- 
Massachusetts: 
ite Sich nui eee meee TN a ia ceiaimnmosian 
BNE: 6. <n cerdsangunite wisesinaanniei thee tniecnaitbass peiaseig eda e la athe ac | 
Dre neh nn ca tan nea Storm drainage...-__........| 
Ro a sig widen esr eis ASAI gt cies | 
re Bee Sn | 
oe a ae Be ae oh | 
NN dtl abel 5 ial gins since eines emcee alae | Incinerator_....--- simaneani Rake | 
a ae ES SI ain 
SS OEE EE VET ee A anes 
Michigan: | 
IN 8 05 nd 6 niente demise oenninaiaaianbindaiaidhs kana al tall eee 
I io tac napnnnipeennate i as cance kina conile | 
STE caiiinkncnedanshsninnansnscacsecgneamnane BE eieretnviskcnppescninn 
Paris Township, Grand Rapids--_-.-......---- eee a es | 
Pi on nt cab amecaaae ee ey ls ea i elec niet 
IR Sino kines pacievinnd with ncre ah soo ch i ae oe iad 
Central Wayne County Sanitary Commission_} Incinerator__.--...-.-.------ 
West Bloomfield Township..-_...........--.-- a 
Minnesota: | | 
eae 5 hsaigiinar oan alia wie nesta iamns eee a a tana baa nal 
a eal | Storm drainage. _-.-__.----- 
Mississippi: | 
NG OE aiind canine snbanbwnnenitemnin ings Se I  ccccrteateeinnranorhne | 
BE A i hone cdaetbnnneneswnees sensnun dei aad ia se 
OS | ee Se eee alga 
Missouri: 
i an ts toes in tintin te dip op rerieinliatnats Reed le te ad ae 
BO <.. sos Siem albicans Solemn telex sintagnemiiabiee Pe SOR 4 kab ncacnin enetblgip aes tie 
Hermann.-_-.- icp Sin acinnaed ha ene aaladaal IA i abe Ui drips is ich nen at 
Montana: | 
IRE (=... cals aim gapmien engmauiwantwaelin a eee 
RNIN icc mc eninwaeincacanenaccaceae Saar atie crcati nn aerh uneie 
En caea hack na caewnae aeons ophcccmani Oa hcariceaiaradic kati 
MOVER. . cucu : ileal ahalehsenbenatadh ..-| Sewer... MEER Ta See 
ND 5 wiih tas manners cumin aeeseenee anne a | 
RRO ects cae dateneamracee atin cnler Smits EO Score acer peaidaten anata aides 
tag sina Shrike edad petipaesicdg eraasion mao ep acta aia ah ties cote cnstin dank ecmpaiacaeien 
0 ee eee canmtnics ceed aac ‘i 
SE aah. ccc batuncébawaccoubasahine Sesclic Usacten ls GION. kit rok x es cig eect ss 
EE I ie an giccliaka neue eats orci gatcnnkel | Educational.............-- 
Se pebicid nab ocbk-dviie nindeeukwadtinmdheaincommeten a 
Diccctkvesieacesuaacwemealniriee Baaets o 


Not available. 


Advance 
requested 


$54, 340 


750 
10, 185 
1, 409 


20, 000 
9, 000 
1, 800 
1, 750 
4, 800 
2, 000 


52, 000 
15, 000 


30, 000 
17, 800 
3, 500 


25, 600 
3, 000 


7, 500 
12, 229 
5, 850 
40, 700 


50, 000 
139, 860 
21, 500 
8, 000 


247, 621 
14, 750 
47, 400 


37, 500 
10, 800 
8, 750 
124, 000 
65, 000 
75, 000 
39, 500 
167, 000 


5, 000 | 


25, 000 
21, 000 
21, 565 
29, 325 
42, 000 
20, 000 
100, 000 
60, 403 


2, 000 
8, 900 


1, 020 
1, 350 
3, 750 


1, 400 
1, 100 
2, 800 


29, 700 
1, 000 
7, 757 
3, 603 
8, 875 
2, 000 
1, 000 





2, 500 | 


1, 000 
21, 247 
21, 247 
21, 222 


Estimated 
total cost 


$1, 499, 200 


77, 500 
760, 000 
74, 665 


1, 000, 000 
1, 009, 000 
232, 610 
283, 210 
350, 000 
100, 000 


1, 507, 500 
3, 515, 000 


5, 180, 000 
221, 500 
328, 000 


769, 000 
97, 750 


320, 000 
327, 603 
500, 000 
1, 030, 500 


3, 367, 000 
9, 526, 150 
1, 535, 087 

212, 000 


5, 347, 093 
410, 000 
1, 602, 000 


3, 749, 000 
(1) 
(1) 
2, 986, 000 
5, 633, 000 
1, 806, 500 
675, 800 
3, 194, 000 
547,000 


1, 670, 000 
651, 000 


64, 000 
109, 000 
285, 000 


111,77 
88, 200 
294, 000 


454, 700 
100, 000 
(!) 

(1) 

724, 375 
90, 000 
62, 000 

150, 000 
35, 000 

708, 825 

708, 825 

708, 825 
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Program of advances for public works planning—Applications wnder review as of 
Feb. 17. 1960—Continued 

















Applicant Type 
Nebraska: Nebraska Mid State Reclamation | Water_.............-.--.-.-- 
District, Grand Island. 
Nevada: 
University of Nevada..............--...--.... Educational................- 
ak SU inna bannnneenebineiteuwe nlbldesauks OO scceewiecueSeeces 
New Hampshire: State of New Hampshire, | Recreation..............---- 
Hampton Beach. 
New Jersey: 
I GUNN i eintnceewewesemmced hp 
Camden. .--..-- pckiabecbiahesnitelphatehiadntatabAcelntetanahciige Storm drainage-_...........-- 
ST te acetate ta tain tii WOR ccnnesieeeenccwnc 
AN Fe oon ecw ees dee wat BOW OE eaencecweweneunce { 
aa i wens eit puma heccnaps ee ira nh wukcemcinicce 
a a ctcn vse Sf EUR Ga channaansanasanen: 
i a eee | W600 ccxanancenaeaenceesnc 
SRS eee camee 
RIAA Aik... cLaninannannnnnnnantt bones GO. cccwewweweeewcueewcces 
Piscataway Téwnship....... 0... .e ene wh 5 Darr wee weeeeeeteee eee 
I NG 6: ones cckepntimmmminnncn mete a DOP OUR areca eee eet wss 
ee es Se ee | Sewer__._. LRP IESE SSS 
ONG, ie... La eaernnrnrtiestiiumbn ccd Stet OD cccceweewewewccccecuese | 
POIs WOMANI «onan cence vecereeincennix ee GO scnawererstcvsaccesse 
New Mexico: None. | | 
SOOW WOTK: COMMCCOMOGO. van cecavncnceeenennescccdhan-c GO cocaine wen eeeeee wei wee | 
North Carolina: | 
OS EO ee et Lf eee eee ree | 
Ree eee er ae Serre eee seers | Sewer... 2 ese. 
North Dakota: None. 
Ohio: 
Cia ct cencencansinerecesics Courthouse... ...........-.. 
PO ite th ben ones eenennnnaanannswaeee BO WOT awe eaten eee ee i 
En ae eA SREBE eect 0 sien tctettee tte tt | 
i  cacedis cin sania kesh ce Si asies shckicct cite coaecdcorcctecetece | 
IDS 2 e......: cnn vaanannathineceeda tae atokaat BB scat ns tenesi cen 
Heath ___. ee na OD ARAAS ACERS: | 
Eaton ee wet Wwe AL wo MEO scene we wenweceeeisiecs 
Sycamore Se s : do_- 
Massilon_- __..| Storm drains age_. 
Oklahoma: Foss a2] WatePscnn.ecee cite 
Oregon: | 
Rouge River... cet BO WOR. nv wenn cc iec eis 
Oregon State College_. Educational___......--..--- 
A ee ee Water. SERENE RLEL Ente 
Tillamook U tility SONAR cna ROIS Hydroelectric eerees eect 
Pennsylvania: 
I bc eceeateenneee wimtnest BOW OR a ow west ceiewecuccss 
EN 8 on teneemenes heehee ne ckcch ae cipcccaioed 
Dunlevy__. . z oi MO roca e tee ceet 
West Mead Tow nship 40-.... 
Oxford__ Edueat LOL PERLE 
RE TE oo oo ee enc oe | Sewer. -.---- eeeeett 
Longhorne__--- MEO cc crasueen eee Sen sn wee 
NOE Wile nn ka tke e eae eeeusewieeecosccls OO ans ewe cue en eeciescs 
Ambridge. eens Incinerator ........-........ 
Cranberry Tow nship Sewer -- 
York ieee re eee a cee Educational._........----__- 
Spring Grove__- ba nn atta cee 
Adamstown ; ee ee 
Salisbury Tow wnship.. RI ikea praia iectidia ieee ninladl 
MODOMWITIOW«« - .~ . ~ ewncccccece cece ce lin NS Gee woes 
a OF 5 nS ets e kettle 
Bristol Tow nship- pe SESEiLeteeeettceczce Biveets..~~-~.~~~..~.....--- 
Rostraver pee. aes Gb ieiskaaeeek NN iid oe annicac ones com 
ye ee ee Educational___----....-.--- 
SOPOT 2 oo enw hte hence BOW oe tReet ese | 
Conemaugh Tow nship_- SUELLLBtweNebinscce WOME oe 
i ce cc ncmnentes Games RI ag 
Do._.___- Sono we cweaeweceseewettettLttTTee a0. ed ot sn 
BE ib wo REE LEEETLG ELS Rab eee ne tte loose LE 
SPD 4. CS Soc wesonbttttebithiawaktesstinawcsfenont! OD ins eos oo ent 
air Commbby : « ..... cece ccsctcetc cnc xi. eee 
Ps ese bsicncn kB EGSeishnesaeeweet cues ere eee = ee 
IN oP dk Sees ounce bteatncnseescventexeccce a re ee re 
Rhode Island: 
OMNI eo. ook cet cenecsictcceeeeee asad cseg eR sn oh oe KS 
Re, eee eer eee eer eee oe 
pI cn ee etat ue teuieiwcsces sasee EE a ees 
RU Se ae a OI 8s a 2 | 


1 Not available. 





Advance | Estimated 
requested 


8 
w 
~I 
nN 


: 


z 
~ 
Q 
So 


24, 775 
33, 600 
7, 000 
5, 000 
10, 000 
7, 000 


1, 500 
19, 000 

1, 800 | 
138, 000 


40, 000 
13, 500 

4, 000 
31, 675 
30, 580 

6, 176 
14, 035 
40, 400 
18, 750 
40, 000 
59, 000 
13, 600 
11,614 
28, 700 
28, 000 
60, 362 

6, 850 
45, 000 
35, 800 

9, 512 

8, 635 
12, 600 
14, 885 
21, 267 
91, 240 
13, 500 
28, 000 
29, 075 





27, 000 

5, 000 
70, 600 
11,000 | 





total cost 


5, 644, 800 

, 042, 500 
127, 000 
412, 000 
548, 025 
@) 
200, 000 
384, 450 

, 101, 930 
926, 125 


— 


— 


176, 500 
2, 170, 000 
175, 000 
12, 560, 000 


1, 319, 500 
275, 900 
79, 000 
1, 829, 425 
783, 440 
243, 571 
485, 000 
1, 095, 000 
350, 000 
1, 031, 000 
1, 492, 000 
328, 500 
470, 950 
878, 000 
845, 000 
3, 036, 784 
114, 100 
(1) 
987, 000 
480, 000 
185, 000 
225, 000 
355, 000 
500, 000 
2, 260, 000 
290, 000 
615, 500 
627, 000 


34, 000, 000 
1, 381, 000 
1, 565, 400 

601, 000 
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Program of advances for public works planning—Applications under review as of 
Feb. 17, 1960—Continued 





Applicant 





South Carolina: Hanahan 
South Dakota: None. 
Tennessee: 
‘Kingston 


Texas: 
Coleman 
Willacy County 
Jackson County 

Utah: 
a eae acihea aipeuiae teal 
I cies amieieh 
Spanish Fork 

Vermont: 
Rutland 
Stowe__._. ae 

Virginia: Alexandria 

Washington: 

OSS aa ee ee bianca 
Central Washington College of Education_--- 
SN cnaltitiahidia tide 
ON ELLE ETE LEAT 
Pierce County 
Pacific 


ca ea aes altel 
East Stanwood 

West Virginia: 
West Hamlin 
Peterstown 
ae oa ahaa 

EEE EEE IT 

Wyoming: Kayoce....... ..- nwusuewencses einen 

District of Columbia: None. 

Alaska: 
Ketchikan 
a 

Hawaii: None. 

Puerto Rico: 


RL, Se NII 6S ccncscsecerecwesnas 




















Type Advance | Estimated 
requested | total cost 

1 
DONOR cceesies 4-452 s-3..~<2- $27, 494 748, 610 
Lo Se re 1, 500 291, 500 
Water and sewer_..--------- 2, 000 414, 000 
We Ri sbtestnthlentia ds to<e<«- 58, 900 1, 950, 000 
inh RG des on tatigt doen 22, 500 563, 000 
~ ates ee eee 54, 100 4, 203, 500 
| inte evetbttalndonesen 23, 700 529, 279 
NS a ee aa 3, 800 228, 000 
REOUIIOIE . atauceks <<. <<e 8, 700 631, 550 
RE ec weesenast ii ce cose 72, 000 1, 005, 000 
eel betlenninmusiadesssnc) 2, 350 198. 000 
Bevcationel..<..............| 21, 600 414, 600 
Hydroelectric. ...........--- 350, 000 14, 330, 000 
Educational..............-- 11, 000 598, 000 
Sewer_......--. Se 2, 500 144, 550 
Sails EE PORE ES) 11, 920 353, 790 
is edccied abled ede densest 14, 950 734, 500 
ant OU iene hs Stihl. dnwinwaca! 3, 500 | 330, 000 
WOO Sitccsley dass decesnal 1, 500 64, 500 
| OWOL...... ciwiidliticddsbedecene 3, 500 313, 700 
DOO Sa ee 4, 000 360. 000 
bes re eee 9, 500 | 500, 500 
PRON i. ce cepeteiict iodwaens 600 | 372, 200 
owert sis sttcdecdcdesasus 600 209, 100 
WR os. cectuiased= deco 10, 300 321, 108 
Tsk corncia cutededess som | 7, 688 221, 782 
odnitns Sa SS ee | 13, 173 435, 096 
bead bs DN Arete tlt ed cena 500 60, 000 
1 seas ah ei. a hae dno nae 2, 940 63, 000 
ps TS es ee ae 54, 000 1, 500, 000 
| COWPORS ohca cx tirwattctidndcecces 11, 000 605, 000 

i | 
Marketplace........-...-... 4, 500 | 113, 500 
| 14-bed asylum_......_._.._-- 550 11, 100 
Public square.............-- 2. 000 53, 000 
| Government center_._..-.__- 7,000 | 265, 000 
| Educational...............-- 2, 400 | 57, 000 
ashes ee te Aiea eae ire int 8, 000 203, 000 
Public works center_____.--- 3, 500 120, 000 
| Marketplace. -._._-----...-- 21, 000 560, 000 
| Public health addition. -____| 1, 100 28, 000 
150-bed hospital._........_-- 80, 000 2, 700, 000 
| 6, 037, 225 | 372, 157, 297 
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OED). cn cecncsccces 
CH-Als-30(D). .....-........- 
CH-Ala-38(D) - 
CH-Ark-40(D)-..------------ 
CH-Calif-78(D) ---- 
}H-Calif-79(D) 


AOalit-O(D).....--2.02+--0- 
| 
Calif-82(D) - 


. 


i 

{- 

{- 

Be See 
i-Colo-43(D) _-- 
i-Colo-44(L) --- 
I-Colo-45(D) -- 
i- 
[- 
i- 
i- 
i- 


. 


Colo-46( D8) - 
Dela-5(S) ----- 
D.C.-12(D) 


. 


Fla-29( D8) 

, 
2°) 
OS oO 
CH-Ga-28(D)----- 
CH-Ga-29(S) - -- 
Cle O0D) ...-...-.....5.5-] 
REDD nc cnenenaescsux 
CH-Ga-32(D)--..------- ee 
OOS 
EDD wkneccwanceaent 
CH-Hawaii-5(D) - _.-.-...---- 
OH-ideho-12(S) ..............- 
CH-Idaho-13(S)- ; 
CH-II-101(D) 
CH-Ill-102(8)- 
OE oD 
ns onccawemamet 
CH-Ill-105(D) 
POND. oo scwnncenacecs 
CH-=l-107(D) - .....-.-.....-- 
CH-Ind-50(D)..-.........3.-- 
2) ae 
CH-Iowa-35(D) 
CH-Iowa-36(D) 
CH-Iowa-37(D) 
CH-Kans-53(D)-.--.......---. 
CH-Kans-54(S) -..........-..-- | 
CH-Kans-55(D) - - 
CH-Kans-56(D)..-........-.-- 
GCi-mane-G7(6)..........<<«--- 
CH-Kans-59(D)-........------ 
DIED onc wccnccueste 
CH-Kans-61(D)-.-..-.......---- 
SE). on necnanccsssn 
EE EEE 
CH-Ky=45(D) 
CH-Ky-46(D) 
CH-Ky-47(D) 
CH-Ky-48(D) 
CH-Ky-49(D) 
ee Sa 
CH-Ky-51(D)---.-....-- 
CH-Ky-52(D) 
CH-La-26(D) 
COS. a 
CH-La-28(DS8) 
CH-La-29(D) 
ID occ ccnncnkeccve 
el 
CH-Md-21(D8) 
OH-Md-22(D)...............- 
CH-Mass-51(S) -........-.-.-- 
CH-Mass-54(D) 
CH-Mich-43(D) 
CH-Mich-45(D)............-- 
CH-Mich-46(DS) 
CH-Mich-47(D) 
CH-Mich-48(D) 
CH-Mich-49(D) 
CH-Mich-50(D) 
CH-Minn-31(D) 
CH-Minn-32(D) 
CH-Minn-33(8) 


( 
Cl 
Cr 
Cl 
Cl 
CI 
CI 
Ct 
CI 
CI 
Cl 
Cl 
ct 
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Pending applications 


COLLEGE HOUSING 





PROGRAM 


Institution 


Athens College... 


The Alabama Polytechnic Institute 


Troy State C ollege 


Arkansas Polytechnic College 


Californian Western Univ 
University of California (I 


University of California (Los Angeles Campus) - - -- 


Loyola University of Los 
University of California 
Adams State College_-_-_-- 
Colorado State College 


Colorado State University 


University of Denver 


Colorado School of Mines. 


Wesley College : 
The American University 
Florida State University - 
University of Miami-__--- 
University of Florida____- 
Abraham Baldwin Agricu 
Albany State College _--- 
Georgia Institute of Techr 
Georgia Teachers College 
Middle Georgia College _- 
West Georgia College_ 


The University of Georgia 


Tift College 


Chaminade College of Honolulu 
Northwest Nazarene College 


University of Idaho 


Northern Illinois University 


ee ee 
Mundelein College 
Lake Forest College-___--- 
University of Illinois----- 
North Central College 


North Park College & Theological Seminary 
SU ENN CD ciincccnemscncdumonuewtnet 
Indiana State Teachers College 


William Penn College... 
University of Dubuque-- 
Simpson College 


Kansas State Teachers College 


do 
Kansas State University o 
The University of Kansas 
Kansas State College at P 
St. Mary of the Plains Co 
University of Kansas 
Baker University ---..... 
Morehead State College 
University of Louisville 


Union College 


a a a 
University of Kentucky 
Kentucky State College 


McNeese State College 
Tulane University --_.-_- 
Louisiana State Universit 


Northwestern State College 
Northwestern State College of Louisiana 
Mount Saint Agnes College 


Goucher College. ---....- 
Morgan State College 


College of the Holy Cross- 


Brandeis University 
Calvin College 


Western Michigan University 


Wayne State University 


Aquinas College 


Emmanuel. Missionary College 


North Central Christian - 
College of Saint Teresa__- 
University of Minnesota- 
Hamline University 


ersity 
davis 


IN 5 in icin cage 
ON nateioe 


ltural College 


10logy 


f Agriculture & Applied Science- 
I iidnceneitcss ce eceaed 
llege 


Western Kentucky State College 


Eastern Kentucky State College 


y & A&M College 222222222. 


Northwestern Michigan College 





Federal funds 


i 5, 000 
, 725, 000 
180, 000 
670, 000 
, 123, 000 
000, 000 
500, 000 
900, 000 
500, 000 
, 934, 000 
, 125, 000 
734, 540 
686, 420 
380, 000 
317, 000 
, 750, 000 
. 000, 000 
, 500, 000 
500, 000 
360, 000 
435, 000 
475, 000 
900, 000 
450, 000 
540, 000 
3, 620, 000 
200, 000 
165, 000 
285, 000 
, 363, 000 
, 000, 000 
, 750, 000 
, 000, 000 
500, 000 
, 150, 000 
200, 000 
70, 000 
235, 000 
, 500, 000 
632, 000 
330, 7 
1, 000, 000 
500, 000 
750, 000 
300, 000 
650, 000 
902, 000 
600, 000 
400, 000 
725, 000 
, 600, 000 
500, 000 
885. 000 
200, 000 
675, 000 
675, 000 
350, 000 
730, 000 
500, 000 
250, 000 
500, 000 
775, 000 
, 150, 000 
600, 000 
620, 000 
600, 000 
962, 000 
500, 000 
, 125, 000 
000, 000 
408, 000 
, 000, 000 
531, 396 
550, 000 
750, 000 
374, 780 
1, 000, 000 
1, 250, 000 
400, 000 
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COLLEGE HOUSING PROGRAM—Continued 
po | ; 

Project No. Institution |Federal funds 
= Sa iain —| 
CH-Mo-50(D)......-......-.- a De te EM a $1, 600, 000 
eo OS are ‘Te Wy GEOG UMEPOINGIEE . <6 3. eno dcdene-- ~~~ ceecccaee 2, 350, 000 
OM-Mo-Gi(D). ...:<.i..-.----: OubwerBinekten Collemn. «a6 5 62.0556 5 nce nsec. se cccncce 338, 000 
CH-Mont-27(S)..............- Western Montana College of Education._........._.__._._- | 80, 000 
CH-Nebr-24(D)............-.- pp ey eee eee ee } 550, 000 
CH-NH-7(DS8).-........-....| New England cal | 370, 000 
CMI POE cnc ccdcceduweceon Rutgers University (College of Nursing) --......._..._.--- 450, 000 
OH-N Y-116(D)..............- Albany Law School & nee Medical Center..__._...--- 1, 080, 000 
oS pei: |) Dn, cio eaeeiacis igen 3, 313, 000 
CH-N Y-118(D)__- Se ermIOUN PNININE 2 660 fh bddocssmeatcecawdn j 2, 982, 000 
CH-N Y-122(S)--- Cazenovia Junior College. ........-..-.-----.----------- : 120, 000 
CNW e-1)......--- 2 end Sp ee eee ee emanate ee ee oF 500, 000 
CH-N Y-124(D)............--- IE POI OE RING ig oasis trcbascieee i cccinnpbiccawons 1, 000, 000 
OH-N Y-125(D)............... RS ose cc ewenwmne Sa re eee cn | 903, 000 
CH-NY-19M(D)......~....ccscecs Comma mine oo es 3, 000, 000 
OMG -BOO) ac ncccecice North Carolina State College of A&E__..-._-..-.--__----- 2, 000, 000 
RE PE) «een cecnncceese Appalachian State Teachers College.................------ 375, 000 
eC nce ecue ,_ ene To a ey a eee | 750, 000 
Ce a ts scacnncucmnas | Omen 02, MERRIER PRE nn ncmenacinecanedune 740, 000 
CH-NC-42(D)................ East Carolina College................-.-.-.-.---.-.--..-- | 625, 000 
Cte PED tccgdncdcneuan State Teachers College (Valley C ity)--- ae ae ae oe 275, 000 
CH-Ohio-99(D)_._.._- cea | The Ohio State University 400, 000 
CH-Ohio-101(D) -....-...----- TO Pe ARID OID oot cei en chsitewivinn occngaKioun’ 500, 000 
CH-Ohio-102(D)-_..-.....-.--- University of Dayton. -.............- 3, 500, 000 
CH-Ohio-103(D) ........-..-.. RIE SINE ites inbenenawane 4, 400, 000 
CH-Ohio-104(D).....-...-.-.- I ee 320, 000 
CH-OQOhio-105(D)-__.-.-..--.-.. III goa aga cea aeemion sa enenoas 225, 000 
Okla. 34-CH-19(D)-.....-.-.-.- Southeastern State College ol a ee eee 626, 000 
Okla. 34-C H-22(D)--..-.--..2. CSCIC SL TIEEIOID OU nnn mctnthipinncmwamenesine 450, 000 
CH-Okla-26(D)............... | POOR GRIER URNS SOURED Sg once cons nen necowncwneeasuws 550, 000 
CH-Oreg-34(D)_.....--..---.- University of Portland___-_- ta ee ae 180, 000 
of OS, ee a ee ee edcinan waskneaeel 1, 400, 000 
OB=Pa-1170D)......nosconconuns I a dn sens enlaces’ 500, 000 
6 eS (eS. Ie ices caienapbbaiiem el 120, 000 
CR Per TIO oie cain ccceecen i Ee CP IRIN, Sn ada cicewancsceccdcewsccucann 2, 600, 000 
CH-Pe-120(D).......-..-..-.. I i sd csp ericeneemsinilinds 1,000, 000 
CH-SC-25(S)..-.-...-- ..| Columbia College__.........-- : 150, 000 
CH-SC-27(D)-.....-.-- Vorhees Junior College....._-- 300, 000 
CH-SD-25(DS) a scons eens ieteinielints 399, 000 
Tenn. 40-C H-32(D)-_._...._-.. Cumberland University 194, 259 
CH-Tenn-42(DS8)_.....-----.. I cic winteiniioleaaie 500, 000 
6) i iT (a a nn ee aacanndeccaceccuwen | 1, 000, 000 
ORY PentistD).2c...-0.cene=s Southwest Texas State College... ............-..--.<s..-. 1, 879, 000 
Cee OREN)». cn cennnchesantanasel ce ea So oe belinigtebanibion 400, 000 
eee) « . oda. cnc ccace | Kast Texas State NE eltak boa iecwnnd haoebseanawacad 675, 000 
CH-~Tex-115(D)..........-...- ee a cn nmweaneewaniwn 450, 000 
OHS POE- 1100)... -nenccc one Texas College of Arts and Industries--..............-...--- | 900, 000 
CH-Utah-16(DS)--..---.----- | In i  aedameek 3, 000, 000 
CH-Utah-170)) .~ ~c0cesssuce- leis a 425, 000 
4 Pe) re University of Washington_............-- SuG. Gawaddsenaee 4, 500, 000 
CH-Wash-39(D)__.....-..--.- Seattle University. __._._- 2, 000, 000 
ee VO ET oncnouaecccax Morris Harvey College. 300, 000 
COP vin ns ceecinnwace Wisconsin State Colleges..............----- eee aera fees eae 6, 960, 000 
Ce NED). con cccsun ence i cuerpo edsieeihete 600, 000 

TE ccceticebusbndcdancdinn dduabekuibhindeiaeninbiiahdnnan neds tmimigiegndendniits 163, 943, 745 
HOSPITALS 
Calif. 4~CH-58(H). --........- Se IN os, ence adk dediansedscapamnsne $812, 000 
Calif. 4-CH-59(H).__2...-.-.- ‘The Sante Monica Hospital. .............................. 330, 000 
Calif. 4-CH-60(H)-.-..-...... Donald N. Sharp Memorial Community DR nn 285, 000 
Crees) . ~ oe cn cons Presbyterian—St. Luke’s Hospital. -..............--_..-- 2, 875, 000 
CH-Nebr-25(H)- ......------- Bishop Clarkson Memorial Hospital. -............-......- 500, 000 
CO 5 m1S ED ....  nccennccune Ii I nn nea eee 625, 000 
Te ee cena nen ngendes Meee 5, 427, 000 


Senator SparKMAN. All right, Mr. Mason. 

Mr. Mason. We now have Mr. Stanley Baughman, president of 
the Federal National Mortgage Association. 

Senator SparKMAN. Mr. Baughman, we are glad to have you with 
us 


©. 
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STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. BaucuMan. Mr. Chairman and members of the committee, I 
am J. Stanley Baughman, President of the Federal National Mortgage 
Association. The opportunity afforded me by your committee to 
appear before you at this time to report on FN MA’s activities is ap- 
preciated. I have a more detailed statement that I shall offer for 
the record when I conclude this shorter statement. 

FNMA purchases, manages, and sells housing mortgages that are 
ordinarily FHA insured or VA guaranteed. By nature, the activities 
of FNMA are of a business type. FNMA itself is a corporation—a 
mixed-ownership corporation. Common stock subscriptions now 
represent an equity investment of about $56 million. There are some 
5,900 private shareholders. The preferred stock, of which $143 
million has been issued, is owned by the Treasury. 

During calendar year 1959 the consolidated purchases of mortgages 
by FNMA aggregated $1.9 billion. We estimate that 1960 purchases 
will exceed $1.4 billion, of which about $1.1 billion will be effected 
through the regular privately financed secondary market operations. 
Today the consolidated portfolios total about $5.63 billion; special 
assistance functions, $1.60 billion; and management and liquidating 
functions, $1.85 billion. 

As I have just indicated, there are three independent portfolios of 
FNMA mortgages, dating from November 1, 1954, that result from 
three separate operations predicated on different purposes and 
objectives. 

(1) The regular privately financed activity, which in time is to 
become privately owned, is called the secondary market operations. 
In recent months, to finance purchases of mortgages under the second- 
ary market operations, FNMA has been required to borrow substan- 
tial amounts of money in the face of almost continuously increasing 
borrowing costs. Since the beginning of 1959, 11 issues of debentures 
aggregating $1.44 billion were marketed to yield from 3.7 percent to 
5.35 percent for obligations of 1 year or less, and from 4 percent to 
5.26 percent for those of more than 1 year. When selling costs and 
commissions are added, and when the total borrowing cost is compared 
to the net return realized from mortgages bearing even the current 
higher interest rates of 5% percent and 5% percent, it becomes very 
clear that management must be constantly alert to effect prompt 
adjustments in prices and fees if losses are to be avoided and if con- 
tinuity of operations is to be assured. The charter criteria are that 
purchase prices should be within the range of market prices, and that 
purchase prices and fees should be adjusted in response to changing 
market conditions to avoid excessive volume and to assure that the 
operations should be fully self-supporting. These have been successful 
criteria. 

FNMA has been continuously in the market during the full 5-year 
existence of the secondary market operations. Purchases of $86 
million in 1955 increased to $575 million in 1956 and to $1,021 million 
in 1957. They decreased to $260 million in 1958, and during that 
year FNMA sold $466 million of mortgages from the portfolio. In 
1959 purchases increased again to $735 million. 
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FNMA issues a standby type of commitment that has been the 
supporting basis for many mortgage lenders to make construction 
loans. Also we have provided an arrangement by which mortgagees 
can raise cash on their mortgages and at the same time retain potential 
control over the mortgages for a period of time—they can, in effect, 
borrow on the security of their mortgages. 

FNMA’s secondary market operations are becoming increasingly 
the means by which private investment funds not heretofore available 
for mortgages are being made available for that purpose. Among in- 
vestors in this category are foundations, personal and corporate trusts, 
public and private pension and retirement funds, and the like. Sue +h 
investments in the debenture obligations of the FNMA secondary 
market operations constitute in effect investments in mortgages. 
Through this medium the managements of these private funds may 
in effect invest in mortgages, and at the same time they are able to 
avoid the considerable operating and management burdens of mort- 
gage ownership. 

FNMA’s present financial position under its secondary market op- 
erations is favorable. The capital, surplus, and borrowing authority 
—the borrowing authority is 10 times the sum of the capital and sur- 
plus and is regularly being increased by further common stock sub- 
scriptions and additions to surplus, together with the proceeds of some 
portfolio liquidation, should be sufficient to meet expected needs, in 
our opinion. 

(2) The special assistance functions are operated exclusively for 
the account of the Government, with Treasury money, to accomplish 
various broad national housing policies and objectives, as determined 
by the Congress or the President. It is the purpose of the several 
current programs to furnish assistance for the financing of selected 
types of home mortgages, pending the establishment of their market- 
ability. The Congress has provided $950 million that becomes avail- 
able at the discretion of the President, and the administration has 
recently recommended that this amount be increased by $150 million. 
There are also three direct authorizations aggregating $1.725 billion. 
A table showing the current status of each of the several programs is 
appended to my more detailed statement. 

In general, we feel that the various special assistance programs are 
working satisfactorily. 

(3) The management and liquidating functions provide for manag- 
ing and liquidating, for the account of the Government, the overall 
portfolio of mortgages acquired pursuant to contracts entered into 
before November 1, 1954, and those other mortgages that have been 
or will be acquired subsequently from authorized sources, in an orderly 
manner, With a minimum of adverse effect upon the home mortgage 
market and minimum loss to the Government. Liquidation is pro- 
gressing well. In the next few months, however, the portfolio will be 
increased by reason of the purchase of a roximately $160 million of 
mortgages that have been held by the Public Housing Administration. 

About a month ago we supplied each member of the committee 
with a report on the recent exchange, on a competitive basis, of 
FNMA-owned 4-percent VA mortgages held in the portfolio of the 
management and liquidating functions, for nonmarketable 2%-percent 
Treasury bonds, investment series B, 1975-80. A copy of that report 
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is attached to my more detailed statement. On February 9 another 
exchange was announced by FNMA and the Treasury Department, 
in which 4-percent V A-guaranteed mortgages having unpaid principal 
balances aggregating $200 million, or thereabouts, will be made avail- 
able in exchange, on a competitive basis, for the same type of Treasury 
bonds. 

Mr. Chairman, I have concluded this statement. I now offer for 
the record my more detailed statement, together with the attached 
table and report. 

Senator SPARKMAN. Thank you, Mr. Baughman. 

The full detailed statement will be printed in the record at the con- 
clusion of your presentation. 

Senator CLark. I have no questions, Mr. Chairman. I would just 
like to make the observation for the record, though, that I still think 
Mr. Baughman and the agency are wrong and the Senate right in 
expressing by resolution last year that this exchange of FNMA mort- 
gages for low-interest Treasury bonds was not in the national interest. 
There is a perceptible loss of income to the Federal Government. I 
note the loss has been cut because of the quasi-compromise suggestion. 
They took bids and received a premium, which did cut the immediate 
loss of income. However, interest rates are going down, and it seems 
reasonable to conclude that they will not get as big a premium when 
they offer them again this time. The exchange is in the nature of a 
windfall to the savings banks and insurance companies who get these 
bonds, and that I think is unwise and unjust. They contend that 
the loss in tax revenues, which is not insubstantial, since it gives all 
these people capital loss, will be made up by future related tax re- 
ceipts. But that will be a long time in the future and I am not at 
all satisfied with the survey that they say they made indicating that 
this had very little effect on the whole mortgage market. We had 
a good deal of testimony to the contrary. This I suppose is merely 
a.reiteration of position. They have decided to ignore the Senate 
resolution, and of course they have the legal right to do so, 

Senator SPARKMAN. Senator Capehart? 

Senator CaprHart. No questions. 

Senator SPARKMAN. Senator Williams? 

Senator Wiriuiams. No questions. 

Senator SpPARKMAN. Mr. Baughman, I was particularly interested 
in the statement that you are getting increasing amounts from pension 
funds and funds of that type through the sale to them of debentures. 
Is that a steady increase? 

Mr. Baueuman. Yes, Mr. Chairman. Of course, the pension funds 
and trusts are interested in a certain type obligation. 

Senator SpARKMAN. You use the expression ‘foundations, personal 
and corporate trusts, public and private pension and retirement 
funds.”’ That is a whole category of built-up funds that have to be 
invested somewhere and which we have not been able to tap before. 

Mr. Baucuman. We try to keep track of who buys these new 
FNMA obligations from time to time. The highest we ever noticed 
in the foundations and trusts and the like was about 7 percent of one 
of our issues several years ago, a long-term issue. One of the last 
issues that FNMA had was for 12 years with a 5% percent coupon, 


and we made a survey right after the sale to determine who bought 
the debentures to see if there were more pension funds and the like 
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who bought them. We found on a quick survey it was about 30 
percent. So you can see that it has materially increased, but I do 
want to repeat that it depends again on the term and the coupon, 
the interest coupon, because it is on a competitive basis that the 
securities are bought. But it does indicate that if FNMA could get 
into it a little deeper and have more investments from them it would 
certainly help a lot. 

Senator SpaARKMAN. I think it means a great deal toward home 
financing—I do not quite like to use the term—making inroads into 
those funds. In other words, we want them to come into the home 
mortgage field, and I think it is an encouraging sign. 

Mr. Mason. Senator Sparkman, could I comment on this? We 
have tried, as you know, and talked with members of your committee 
about ways to meet this situation. The bankers have tried some 
ways, andsoon. Here seems to me to be a way right under our nose 
that is really doing something today. 

Senator SPARKMAN. That is what attracted my attention par- 
ticularly in this statement. I know how we have wrinkled our brows 
trying to find some way to interest those savings and trust funds that 
are building up rapidly throughout the country. 

Are you limited as to the amount that you can obtain this way? 
You do it through the sale of debentures, but what is the quantity of 
debentures that you can sell? 

Mr. BauGuMAN. Well, it depends, of course, on the market at the 
time the debentures are offered. 

Senator SpARKMAN. I do not mean that exactly. I am not talking 
about the amounts you sell at one particular time, but the total 
volume of your sales. Is there a statutory limitation on that? Is 
it just to take care of whatever your needs may be? 

Mr. BauGuMAN. Our total authorization of debentures is that we 
can borrow up to 10 times our capital and surplus. 

Senator SPARKMAN. What would that be, approximately? 

Mr. BaucuMan. It would make our potential borrowing power 
about $3.1 billion, except that you would deduct the capitalization 
from that, which would be two hundred and some million dollars. 

Senator SPARKMAN. Just a little under $3 billion? 

Mr. BauGuMAN. Yes. 

Senator SPARKMAN. It can become a pretty potent fund, can it not? 

Mr. BauGHMAN. Yes, sir. 

Senator SPARKMAN. Anything further? 

Senator CLark. Mr. Chairman, I would like to call the attention 
of the chairman and the other members of the committee to the 
General Accounting Office report on FNMA, which points out that 
by reason of section 305(b) of the National Housing Act as it was 
amended in 1954, the method of financing is substantially more ex- 
yensive to the taxpayer than it would be if they would be direct 
eas borrowings. I think we ought to take a look at that criti- 
cism of the Comptroller General and see whether we would not like to 
change that section of the act back to the way it was before it was 
amended in 1954. 

Senator SpARKMAN. I would suggest you insert that in the record 
at this point. 

Senator CLark. I will ask that this extract from the General 
Accounting Office report on the Federal National Mortgage Associa- 
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tion, transmitted on January 29, 1960, which appears as the last page 
of the memorandum furnished to the subcommittee by the staff, 
should appear in the record at this point. 

(The document referred to follows:) 


{Extract from GAO report on the Federal National Mortgage Association transmitted on Jan, 29, 1960] 


The General Accounting Office has made an audit of the Federal National 
Mortgage Association (FNMA) for the fiscal year ended June 30, 1959, pursuant 
to the Government Pucsstetion Control Act (31 U.S.C. 841). The scope of our 
audit is described on page 41 of this report. 


SUMMARY OF FINDINGS 


The findings and recommendations included in this report are summarized 
below. 
* * * * * * * 


INCREASED INTEREST EXPENSE TO THE U.S. GOVERNMENT DuE to FNMA’s 
BORROWING FROM PrRIvaTtTE INVESTORS 


At June 30, 1959, FN MA had, under its management and liquidating functions, 
notes payable to private investors in the amount of $797,344,000. These borrow- 
ings, which mature in August 1960, were issued in connection with a program 
where all the benefits and burdens inure solely to the Secretary of the Treasury 
and will increase the Government’s interest expense by about $18 million over the 
life of the issue. 

On January 20, 1958, FNMA borrowed $797,344,000 at 35% percent by issuing 
notes to private investors which mature on August 23, 1960. The proceeds from 
this issue were used to repay an issue of notes outstanding to private investors 
and to repay a part of the unmatured principal plus interest on a Treasury note. 
The issue to private investors was at 2% percent, totaling $570,374,000, which 
matured on January 20, 1958. The Treasury note was a 244 percent note ma- 
turing on July 1, 1959, and. was reduced by $213,184,567. 

Our review of these transactions indicates that (1) the issuance of the 35% percent 
notes provided the Treasury with additional funds without increasing the public 
debt, (2) the interest rate would probably have been about seven-eights of 1 per- 
cent less if FNMA had borrowed the funds from the Treasury, and (3) because 
of the difference in interest rates, the additional interest cost to the Government 
is about $7 million a year and will amount to about $18 million over the life of the 
issue. 

In our report to the Congress on the audit of the Association for the fiscal year 

ended June 30, 1958, we pointed out that other public borrowings resulted in 
excess interest costs in the amount of $4.6 million. 
» FNMA’s plans and programs for borrowing from private investors are coordi- 
nated and concurred in by the Secretary of the Treasury. (The Under Secretary 
for Monetary Affairs, Treasury Department, is on FN MA’s Board of Directors.) 
On January 17, 1958, in hearings before the Committee on W ays and Means, 
House of Repres sentativ es, on House bill 9955 and House bill 9956—bills to prov ide 
for a temporary increase in the debt limit—the Secretary of the Treasury indicated 
that FN MA’s borrowings from private investors instead of from the Treasury 
resulted in additional interest cost to FNMA. FNMA’s borrowing on the market 
was done as an aid to the Treasury. 

In a letter to us dated October 16, 1958, the President of FNMA stated, in 
part, that: 

“Tn a practical sense, officials of FN MA function essentially as agents or trustees 
for the Secretary of the Treasury in administering the management and liquidating 
functions and the financing activities of these operations are therefore, conducted 
only upon approval of the Secretary. In these circumstances, I think any ques- 
tions regarding the need for, the appropriateness of, and the borrowing method 
involved in connection with the management and liquidating functions might 
properly be directed to the Secretary of the Treasury.” 

Section 306 of the FNMA Charter Act, as amended (12 U.S.C. 1721), provides, 
. in part, that— 

‘“‘(b) For the purposes of this section and to assure that, to the maximum extent, 
and as rapidly as possible, private financing will be substituted for Treasury 
borrowings Otherwise required to carry mortgages held under the aforesaid separate 
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accountability, the Association is authorized to issue, upon the approval of the 
Secretary of the Treasury, and have outstanding at any one time obligations 
having such maturities and bearing such rate or rates of interest as may be deter- 
mined by the Association with the approva! of the Secretary of the Treasury * * *. 
The Association shall insert appropriate language in all of its obligations issued 
under this subsection clearly indicating that such obligations, together with the interest 
thereon, are not guaranteed by the United States and do not constitute a debt or 
obligation of the United States or of any agency or instrumentality thereof other 
than the Association. [Italics supplied.] 
* * * * * * * 

‘““(d) The Association may issue to the Secretary of the Treasury its obligations 
in an amount outstanding at any one time sufficient to enable the Association to 
carry out its functions under this section, such obligations to mature not more 
than five years from their respective dates of issue, to be redeemable at the option 
of the Association before maturity in such manner as may be stipulated in such 
obligations. Each such obligation sha}l bear interest at a rate determined by the 
Secretary of the Treasury, taking into consideration the current average rate on 
outstanding marketable obligations of the United States as of the last day of the 
month preceding the issuance of the obligaticn of the Association. The Secretary 
of the Treasury is authorized to purchase any obligations of the Association to be 
issued under this section, and for such purpose the Secretary of the Treasury is 
authorized to use as a public debt transaction the proceeds from the sale of any 
securities issued under the Second Liberty Bond Act, as now or hereafter in force, 
and the purposes for which securities may be issued under the Second Liberty Bond 
Act, as now or hereafter in force, are extended to include any purchases of the 
Association’s obligations hereunder.” 

Section 307 of the act provides, in part, that— 

““(c) All of the benefits and burdens incident to the administration of the functions 
and operations of the Association under sections 305 and 306, respectively, of this 
title, after allowance for related obligations of the Association, its prorated ex- 
penses, and the like, including amounts required for the establishment of such 
reserves as the board of directors of the Association shall deem appropriate, shall 
inure solely to the Secretary of the Treasury, and such related earnings or other 
amounts as become available shall be paid annually by the Association to the 
Secretary of the Treasury for covering into miscellaneous receipts.” [Italics 
supplied.] 

Insofar as the management and liquidating functions are concerned, FNMA 
acts essentially as the liquidating agent for the Treasury. Despite the fact that 
the obligations issued to private investors to finance this program state that they 
are not guaranteed by the United States, we believe that as a practical matter the 
obligations issued are moral and equitable obligations of the U.S. Government. 

The benefits and burdens of the management and liquidating functions of 
FN MA inure solely to the Secretary of the Treasury, and, because experience has 
shown that FNMA cannot borrow funds from the public as economically as 
can the U.S. Treasury, considerable savings to the U.S. Government could be 
achieved by a different method of financing. 


* * * * * * * 
SCOPE OF AUDIT 


Our audit of FN MA for the fiscal year ended June 30, 1959, included— 

1. A review of legislation authorizing FN MA’s activities. 

2. A determination of the policies adopted by FN MA and a review of those 
policies for conformance with legislation. 

3. A review of the procedures followed by FNMA. 

4. An examination on a test basis of the records and financial transactions 
and such other auditing procedures as we considered necessary in the cir- 
cumstances and appropriate in view of the effectiveness of the system of 
internal control and the work performed by FN MA’s internal auditors. 

Our audit was conducted at FN MA’s central office in Washington, D.C., and 
at two FNMA agency offices located in Atlanta, Ga., and Chicago, IIl. 


Senator SpaARKMAN. Mr. Baughman, you referred to the special 
assistance funds, too. That is for purchase of mortgages outside of 
your ordinary secondary market operations. 

Mr. BaucuMan. That is correct. 
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Senator SPARKMAN. You are not required any longer to pay par 
for those, are you? 

Mr. BaucuMan. That is correct, the law no longer requires it. 

Senator SPARKMAN. In other words, you buy them at the current 
market price? 

Mr. BaucuMan. No, we do not buy them at the current market 
price, because our price is above the current market. For example, 
we pay 99 for 5%-percent mortgages. 

Senator SparkMAN. How do you gage yourself by that? 

Mr. Baucuman. The Board of Directors considers this matter and 
we attempt to arrive at somewhere between the current market price 
and par. We want to make sure that the houses are being built under 
these special assistance programs, but we do not want to make it so 
difficult for anybody else to come in that they will not come in and 
participate in it. 

Senator SpARKMAN. The whole purpose of the special assistance 
program was to assist certain programs to move, to get off the ground; 
is that not right? 

Mr. BauGcuMan. I think the word “assist” is a good word, Mr. 
Chairman. 

Senator SPARKMAN. Special assistance. That is very descriptive. 
Of course, as you know, that represents somewhat my thinking as to 
what your operations ought to be. I realize that you are operating 
under the law that calls for the other, but I have always felt that we 
were not getting the real results out of FNMA that T believe were 
expected when it was established, that is, of stabilizing the whole 
mortgage market. We are not going to make that issue, though, 
because we have done that before. I certainly do not say any thing i in 
criticism of you because you are operating the way the law directs 
you to operate, but it has always seemed to me we probably made a 

mistake when we made it a profitmaking organization, looking toward 
the payment of dividends. How often do you pay them, quarterly? 

Mr. BaucuMman. We pay monthly dividends. 

Senator SparKMAaN. Monthly. And I notice your statement each 
month is almost like a corporation statement, saying this is 294 
consecutive dividends you have paid. It is not quite that many, 
but whatever it might be. It seems to me that that places the 
emphasis on profitmaking and the ability to pay dividends rather 
than on stabilizing the whole mortgage market. 

Mr. BauGuMan. I would just like to add one word. I believe 
there is a great influence for stability in what we do. 

Senator SPARKMAN. I grant you there is. However, I do not 
believe we get the maximum benefit out of it. As a matter of fact, I 
do not know how we could get along if we did not have FNMA. 

Senator CarpeHArT. What do you pay monthly? 

Mr. BaucuMan. Twenty-three cents. 

Senator SpARKMAN. Twenty-three cents? 

Mr. BauGHMAN. Twenty-three cents a month; $2.76 a year on 
$100 par value. So it is not very much. 

Senator SpARKMAN. What is the stock selling for? 

Mr. Baucuman. The stock is selling somewhere about 54 to 57 
now. 

Senator SparRKMAN. Allright. Anything further? 

Thank you very much, Mr. Baughman. 
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(Mr. Baughman’s prepared statement follows:) 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


The Federal National Mortgage Association purchases, manages, and sells 
housing mortgages. Such mortgages are ordinarily Government insured or 
guaranteed—FHA or VA. By nature, the activities of FNMA are of a business 
type. FNMA itself is a corporation—a mixed-ownership corporation. Common 
stock subscriptions now represent an equity investment of about $56 million. 
There are some 5,900 private shareholders. The preferred stock, of which $143 
million has been issued, is owned by the Treasury. 

As required by our corporate charter, there are three independent portfolios of 
FNMA-owned mortgages, dating from November 1, 1954. These three port- 
folios result from three separate operations predicated on different purposes and 
objectives. The three are (1) the regular privately financed activity, which in 
time is to become privately owned, called the secondary market operations; (2) 
the special assistance functions which are operated exclusively for the account of 
the Government, with Treasury money, to accomplish various broad national 
housing policies or objectives, as determined by the Congress or the President; 
and (3) the management and liquidating functions which provide for managing 
and liquidating, for the account of the Government, the remaining portfolio of 
mortgages resulting principally from the corporation’s overall operations prior 
to November 1, 1954. 

During calendar year 1959 the consolidated purchases of mortgages by FNMA 
aggregated $1.9 billion. That compares with $1.1 billion in 1957, the next largest 
vear. We estimate that the comparable figure for 1960 will exceed $1.4 billion, 
of which about $1.1 billion will be effected through the regular privately financed 
secondary market operations. Since its incorporation in 1938, FNMA has 
purchased mortgages amounting to more than $9.457 billion, sales have been 
approximately $2.289 billion, and repayments and other liquidations have 
amounted to about $1.538 billion. 

By the end of June this year the corporation expects to acquire for the portfolio 
of its management and liquidating functions approximately $160 million of 
mortgages originated by the Public Housing Administrati0n in connection with 
the disposal of surplus Government-owned housing. 

Today the three current portfolios total about $5.630 billion—the highest in 
FN MA’s history. Approximately $2.180 billion of this amount relates to the 
regular secondary market operations portfolio, $1.6 billion to the special assist- 
ance functions portfolio, and $1.850 billion to the management and liquidating 
functions portfolio. 

As significant as FN MA’s mortgage financing activities may be to the domestic 
economy, we think they represent only a small portion of the total mortgage 
financing potential that is being stimulated into existence because of the avail- 
ability of FN MA’s facilities and resources for assisting the general secondary 
mortgage market. 

SECONDARY MARKET OPERATIONS 


Turning now to the first of FN MA’s three separate operations, I should like 
to comment on the performance and accomplishments of the regular privately 
financed secondary market operations, which is the activity that in time is to 
become privately owned. As the committee knows, the objective of FNMA’s 
secondary market operations, as set forth in the corporate charter, is to provide 
supplementary assistance to the general secondary market for home mortgages 
“by providing a degree of liquidity for mortgage investments, thereby improving 
the distribution of investment capital available for home mortgage financing.” 

In recent months, to finance purchases of mortgages under the secondary 
market operations, FNMA has been required to borrow substantial amounts of 
money in the face of almost continuously increasing borrowing costs. Since the 
beginning of 1959, 11 issues of debentures aggregating $1.44 billion were mar- 
keted to yield from 3.7 percent to 5.35 percent for obligations of 1 year or less, 
and from 4 percent to 5.26 percent for those of more than 1 year. The last 1959 
offering, for $200 million for a term of 9 months, carried a rate of 5.35 percent. 
Our most recent offering, the first in calendar year 1960, amounting to $100 
million for a term of 12 years, was sold to yield 5.17 percent per annum. When 
selling costs and commissions are added to these rates, and when the total 
borrowing cost is compared to the net return realized from mortgages bearing 
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even the current higher interest rates of 5% percent and 5%4 percent, it becomes 
very clear that management must be constantly alert to effect prompt adjust- 
ments in prices and fees if losses are to be avoided and if continuity of operations 
is to be assured. The criteria in the charter are that purchase prices should be 
“within the range of market prices,’’ and that purchase prices and fees should be 
adjusted in response to changing market conditions to avoid excessive volume 
and to assure that the “operations should be fully self-supporting.’”’ These have 
been successful criteria. 

In our opinion, the past 3 years have generously demonstrated the effectiveness 
of FN MA’s regular secondary market operations in meeting the pressing financial 
requirements of the housing industry. FNMA has been continuously in the 
market for the purchase of FHA and VA mortgages during the full 5-year existence 
of the secondary market operations. As might be expected, purchases have been 
heaviest when conditions in the general secondary mortgage market were tight— 
and lightest when these conditions eased. 

The secondary market operations have proved to be a fairly accurate barometer 
of prevailing market conditions. Thus, purchases increased from $86 million in 
1955 to $575 million in 1956 and to $1,021 million in 1957. They decreased to 
$260 million in 1958, reflecting the decreased requirement for FN MA as a source 
of liquidity under the easier financing conditions that existed during 1958; and in 
that year FN MA sold $46§ million of mortgages from the portfolio. In 1959, in 
response to changing market conditions, purchases increased to $735 million. 

FNMA issues a standby type of commitment under the secondary market 
operations that has been the supporting basis for many mortgage lenders to make 
construction loans. These commitments have materially facilitated advance 
planning of home construction. We have also provided an arrangement by which 
mortgagees can raise cash on their mortgages and at the same time retain potential 
control over the mortgages for a period of time—they can in effect, borrow on the 
security of their mortgages. 

Significant and worthy of special note is the fact that FN MA’s secondary market 
operations are becoming increasingly the means by which private investment 
funds not heretofore available for mortgages are being made available for that 
purpose, an aspect of these operations that is often not realized. Among investors 
in this category are foundations, personal and corporate trusts, public and private 
pension and retirement funds, and the like. Investments by such entities in the 
debenture obligations of the FNMA secondary market operations, which finance 
the bulk of our purchases, constitute in effect investments in mortgages. Through 
this medium the managements of these private funds may in effect invest in 
mortgages, and at the same time they are able to avoid the considerable operating 
and management burdens of mortgage ownership. 

At January 31, 1960, FNMA’s purchases of mortgages under the secondary 
market operations amounted cumulatively to $2.762 billion. Standby commit- 
ments, which date from August 1956, have aggregated $335 million. The cumu- 
lative amount of sales of mortgages is $476.9 million. 

FN MA’s present financial position under its secondary market operations is 
favorable. The capital, surplus, and borrowing authority—the borrowing 
authority being 10 times the sum of the capital and surplus—provide currently 
a total purchasing potential of about $3.1 billion. Of this total, approximately 
$900 million is not employed at this time and may be considered available for 
mortgage purchases and commitments. This amount, taking also into considera- 
tion additional amounts that will be provided by further common stock sub- 
scriptions, by additions to surplus, and by the resultant tenfold borrowing 
leverage, together with the proceeds of some portfolio liquidation, should be 
sufficient to meet expected needs, in our opinion. 


SPECIAL ASSISTANCE FUNCTIONS 


The special assistance functions are operated exclusively for the account of 
the Government, with Treasury money, to accomplish various broad national 
housing policies and objectives, as determined by the Congress or the Presiednt. 
It is the purpose of the several current programs to furnish assistance for the 
financing of ‘‘selected types of home mortgages (pending the establishment of 
their marketability) originated under special housing programs designed to 
provide housing of acceptable standards at full economic costs for segments of 
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the national population which are unable to obtain housing under established 
home financing programs.’’ Assistance may also be given to finance home 
mortgages generally as a means of retarding or stopping a decline in mortgage 
lending and homebuilding activities which threatens materially the stability of 
a high level economy. 

The Congress has provided $950 million that becomes available at the discretion 
of the President. The Congress has provided, in addition, three direct special 
assistance authorizations aggregating $1.725 billion. Mr. Chairman, at this time 
| should like to submit for the record a table showing the current status of each 
of the special assistance programs. 

Under its special assistance functions, FNMA has entered into net contracts 
for the purchase of more than $2 billion of mortgages. Purchases that bave been 
completed total about $1.650 billion, and the mortgages have provided for approxi- 
mately 133,300 housing units. Special assistance purchases during 1959 totaled 
$1.173 billion, and the mortgages provided for about 95,300 units of housing. 
Outstanding special assistance commitments at this time total about $380 million. 

With respect to the $950 million that is available at the discretion of the Presi- 
dent, the administration has recently recommended that this amount be increased 
by $150 million to provide additional funds to be used principally to acquire mort- 
gages covering urban renewal and relocation housing end housing for the elderly. 

To an extent that we believe is entirely compatible with the purposes the Con- 
gress intended to be served by the special assistance functions, we are endeavoring 
to conduct the various special assistance programs under circumstances that will 
not discourage private investment in the special assistance types of mortgages. 
We are doing what we can to urge local financing groups and other investors, and 
local homebuilding organizations, to provide financing for housing programs 
affecting their own communities. We are convinced that substantially more 
financing will become available for the special assistance types of mortgages if 
private investment in them is encouraged on a continuing basis. We believe the 
committee realizes and intends that these undertakings should be financed in the 
main by the funds of private investors—certainly, the Federal Treasury should 
not be required to carry the full burden. 

In general, we feel that the various special assistance programs are working 
satisfactorily. 

MANAGEMENT AND LIQUIDATING FUNCTIONS 


The management and liquidating functions provide for managing and liquidat- 
ing, for the account of the Government, the overall portfolio of mortgages acquired 
pursuant to contracts entered into before November 1, 1954, and those other 
mortgages that have been or will be acquired subsequently from authorized 
sources, in an orderly manner, with a minimum of adverse effect upon the home 
mortgage market and minimum loss to the Government. More than $5 billion 
of mortgages have been acquired. Liquidation has been progressing well, the 
remaining portfolio being now about $1.85 billion. Approximately 43 percent 
of that amount is being financed by FNMA’s management and liquidating 
functions notes held by private investors that will be coming due in August 
of this year. 

In the next few months, however, the portfolio of the management and liquidat- 
ing functions will be increased by reason of our purchase of $160 million of PH A- 
held mortgages, about which I commented earlier. Approximately 14,000 of the 
mortgages cover individual home properties, and arrangements are being made to 
have them serviced by private servicing organizations in the same manner that 
IN MA’s other holdings of home mortgages are serviced. 

About a month ago we supplied each member of the committee with a report 
on the recent exchange, on a competitive basis, of FN MA-owned 4-percent VA 
mortgages held in the portfolio of the management and liquidating functions, for 
nonmarketable 2%4-percent Treasury bonds, investment series B, 1975-80. I 
have here a copy of that report which I offer for inclusion in the record. On 
February 9 another exchange was announced by FNMA and the Treasury 
Department, in which 4-percent V A-guaranteed mortgages having unpaid principal 
balances aggregating $200 million, or thereabouts, will be made available in 
exchange, on a competitive basis, for the same type of Treasury bonds. 

Mr. Chairman, I have concluded my prepared statement. I should be glad to 
answer any questions about FN MA. 
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Federal National Mortgage Association special assistance functions 


{In thousands] 








Net con- | Amount 
Amount tracts Purchases |Contracts available 
Housing program authorized | issued cu- cumula- joutstand- Liquida- | authori- 
for program! mulative | tive Feb. | ing Feb. tions zation 
Feb. 11, | 11, 1960 | 11, 1960 | | Feb. 11, 
| 1960 | 1960 
Presidential authority (total | 
amount authorized by law, | | 
$950,000,000) : | 
I ct a a een $10, 000 $865 $802 | $63 | $23 $9, 158 
Guam aR a a a 7, 500 250 | 116 134 | 2 | 7, 252 
Urban renewal....______-.------ 600, 000 423, 508 181,986 | 241, 5: 2,609 | 179, 101 
a 38, 000 31, 832 24, 617 | to O18 ) 1, 229 7, 397 
Wherry— Defense -_........-- 11, 072 11, 072 | OU Noa ees iis 4, 398 | 3) 
Elderly persons. __._....-.---- 70, 000 63. 951 25,846 | = 38, 105 | 716 | 6, 765 
a 1, 744 | 1, 744 | 1, 744 | Sanden titans | 48 | © 
Total allocated ___......-.-- -| 738, 316 | 222 | 246,183 | 287,039 | 9,025 | 209, 673 
RO hon 211, 684 |-.----------|------------ | eee eee | 216, 130 
RD eo i a 950, 000 533,222 | 246, 183 | 287, 039 | 9, 025 | 425, 803 
Congressional authority (total i | | 
amount authorized by law, | | 
$1,725,000,900): | 
ee weeneee. . 5k. weeds 500, 000 451, 607 | 419, 992 | 31,615 12, 492 60, 885 
I a aetna | 441, 250 | 410, 510 | 387, 991 . oe 519 | 6, 834 | 37, 574 
ID a oe ea 58, 750 | 41, 097 | 32, 001 | 9, 096 5,658 | 23, 311 
OURO. Ha iicnwnccnecenoss 228, 000 | ” 183, 058 ¥ 133, 074 | | 49, 984 | | 7, 457 | 49, 399 
Noncomsumer..............- 150, 000 | | 154, 840 126, 761. | 28, 07 Y 7, 393 2, 553 
Nonconsumer (Public Law y | 
MOMENI ear 20 |... pe eet ee Jo Sige 
DI 6 cine Scie tieandtndinn 50, 000 | 28, 218 | 6,313 21, 905. 64 21, 846 
Consumer (Public Law | | 
I is ital eatebenstaanicciacisgie e BN Bs. cja skint sana i aeiteeaatacenae Oe eee ae 12, 500 
Low and moderate. -.-..--.----| 1, 000, 000 845, 044 | 841, 861 3, 183 Ll, 409 | 166, 365 
NI cia ce esheets g i 725, 000 | 1,47 9, 709 i 1, , 304, 927 8, 782 | 3, 358 | 276, 649 
Grand total..-....... bucbcoateal | 2 675, 0¢ 00 | ~ 2, 012, 931 | ‘1, 641, 110 | 371, 821 | 40,383 | 702, 452 





1 Program terminated; liquidations transferred to unallocated funds. 


Report ON RECENT EXCHANGE OF FNMA-OwNED MorTGAGES FOR 
U.S. Treasury BoNnps 


The Federal National Mortgage Association in October 1959 provided for an 
exchange of mortgages held in its management and liquidating portfolio for 
privately held Treasury bonds. Under the plan, which was based upon discus- 
sions between the Government departme nts and agencies in interest, 4 percent 
VA-guaranteed mortgages held by F NMA in that portfolio were made available 
on a competitive basis in exchange for nonmarketable U.S. 234 percent Treasury 
bonds, investment series B, 1975-80. 


PURPOSE OF THE EXCHANGE 


The exchange had, as a basic purpose, the accomplishment of one of FN MA’s 
statutory objectives—the liquidation of a portion of the management and liqui- 
dating portpolio “in an orderly manner, with a minimum of adverse effect upon 
the home mortgage market and minimum loss to the Federal Government.’ 
Since FN MA’s inception in 1938 the disposal of mortgages has always been con- 
templated, and in 1954 the liquidation of the then existing portfolio was expressly 
written into the law as a major purpose of the Congress. 

An additional and significant benefit accrued to the Government. This benefit 

yas a reduction of Government debt through retirement of the bonds acquired 
by FNMA in the exchange and surrender to the Treasury for cancellation. Such 
bond retirements are reflected in the budget as receipt items (credited against 
FNMA expenditures) just as the purchases of the mortgages were originally 
reflected in the budget as expenditure items. 
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SUMMARY OF THE EXCHANGE 


After a careful survey of the mortgage market, the Secretary of the Treasury 
and the Association jointly announced on October 21, 1959, that FNMA was 
making available $150 million, or thereabouts, of its 4-percent VA-guaranteed 
mortgages held in the management and liquidating portfolio in exchange for U.S. 
234-percent Treasury bonds, investment series B, 1975-80. The procedure fol- 
lowed in effecting the exchange, under which FNMA received offers on a com- 
petitive basis, was outlined in FN MA’s brochure dated October 21, 1959. The 
brochure and the exchange announcement of the Secretary of the Treasury (copies 
of which are attached) were mailed by the Secretary of the Treasury to all holders 
of the bonds. 

A total of 236 offers was received from 125 different bondowners seeking to 
acquire mortgages with unpaid principal balances aggregating $282,881,300, 
covering properties located in 34 States and the District of Columbia. The 
exchange prices offered for the mortgages ranged from 100 to 105.13 ($100 to 
$105.13 face amount of bonds for each $100 of unpaid principal amount of mort- 
gages to be acquired). More than 94 percent of the offers ($266,545,300) were 
made at exchange prices in excess of 100. Offers by bondowners to acquire 
mortgages with unpaid balances of $188,328,000 in exchange for bonds were 
approved at exchange prices ranging from 101.125 to 105.13. 

The average exchange price of the approved offers was 102.03. This resulted in 
a total exchange price of $192,151,000 for the mortgages having unpaid balances 
of $188,328,000. 

For detailed statistics concerning the exchange, please see tables I to IIT 
below. 

CONGRESSIONAL CONSIDERATION OF THE EXGHANGE PROGRAM 


The advisability of partially liquidating FN MA’s management and liquidating 
portfolio through an exchange arrangement was questioned by some Members of 
the Congress. H.R. 2793, introduced in January 1959, would have prohibited 
the sale of any mortgage for a price less than the price at which it was purchased. 
H.R. 2357, as agreed to by the House Subcommittee on Housing (committee print 
of February 11, 1959), would have prohibited the Association, for 1 year, from 
disposing of any mortgages except for cash. Neither bili was reported out by the 
full Committee on Banking and Currency. Its report, during February 1959, on 
S. 57, the housing bill of 1959, stated that the committee had considered the 
proposal to permit sales of mortgages only on a exsh basis but had not adopted the 
proposal. However, in view of the feeling that the exchange might have some 
adverse effects on the home mortgage market, FN MA was urged by the committee 
to take no further action on the exchange pending completion of « study of the 
matter by the Subcommittee on Housing. The session ended without any further 
report on the matter. 

Senate Resolution 130 on this subject was debated and adopted by the Senate 
on August 20, 1959. That resolution, in part, expressed as the sense of the 
Senate that the proposed policy to exchange FN MA mortgages for Federal bonds 
should not be carried out because of (1) loss of income from the mortgage loans, 
(2) loss of tax revenues, and (3) adverse effect upon the home mortgage market, 


THE EXCHANGE DOES NOT INVOLVE A TRUE LOSS OF INCOME 


If the investment in a mortgage is liquidated by payment in full, sale, or ex- 
change prior to maturity, the holder is necessarily deprived of future interest 
income from that investment. This is not a true loss of income if capital is 
returned unimpaired so that its use may then be determined in accordance with 
the holder’s best interests. 

It should be noted that the Federal Government is not in the mortgage lending 
business for the sake of business, and has never embarked on a program of buying 
and holding mortgages for the sake of income. On the contrary, the FNMA 
was at all times expected by the Congress to liquidate its holdings when possible. 
This was true even years ago when the 4-percent return received from the mort- 
gages was much more profitable than it is now because the Treasury could borrow 
the needed funds at very much lower rates. 

It is estimated that such future income (net after all expenses) not received by 
the Government because of the exchange of the $188,328,000 of FN MA-owned 
4-percent mortgages for 2%-percent Treasury bonds may amount to approxi- 
mately $6 million or about 3.2 percent of the total exchanged over the estimated 
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unexpired term, which for the average mortgage is 15 years. This amount would 
be even less on the basis of present value since the interest is payable over the 
remaining life of the mortgages. The amount would be diminished still more if 
administrative expenses per mortgage are considered to be constant, rather than 
decreasing as the remaining balance decreases. Even without allowing for these 
factors, however, there is an offset of $3.8 million represented by the average 
2.03 percent of premium in the offers received for the mortgages. If this is de- 
ducted from the foregoing total, the difference is only $2.2 million, or approxi- 
mately 1.2 pereent of the total exchanged. 

By way of comparing the $188.3 million of exchange transactions with total 
cash sales of $1,633.9 million made from the management and liquidating port- 
folio since 1938, we have estimated that the deprivation of potential future income 
resulting from such sales, computed on an average borrowing cost of 2.5 percent 
(the approximate average interest rate of long-term Government bonds at the 
time the mortgages were purchased) would have been $117.8 million or about 
7.21 pereent, which includes $7.6 million of net principal discounts incurred in 
such sales. 

The only essential difference between the ordinary sale of FN MA-owned 
mortgages and the current exchange transaction is that Treasury bonds instead 
of cash are being employed by the purchaser in payment. If the same volume of 
mortgages had been sold for cash (disregarding current market values), or if the 
mortgages had been paid .in full or liquidated in some other fashion prior to 
maturity, the Government would necessarily have been deprived of future net 
income equal to the difference between the return on the mortgages and the cost 
of the borrowings required to maintain the mortgages in the portfolio. It is 
incontrovertible that the sale or other liquidation prior to maturity of a mortgage 
or any other investment will always eliminate it from the seller’s portfolio as an 
income-producing asset. 


NO EXPECTED LOSS IN TAX REVENUES 


The exchanges constitute taxable transactions under the Federal income tax 
laws (for those holders subject to tax). Because of the increases in interest rates 
in recent years, any exchanges can be expected to result in losses from a tax 
viewpoint. These will be long-term capital losses in most cases. The mortgages 
received in exchange will be valued at the fair market value of the mortgages at 
the time of the exchange. Subsequently, that portion of each monthly payment 
which applies to principal, and which bears the same ratio as the difference between 
the remaining unpaid balance of the mortgage and the value of the mortgage at 
the time of the exchange bears to the remaining unpaid balance, will be reported 
as ordinary income for tax purposes. 


Since about 64 percent of the mortgages involved in the exchange will be - 


acquired by savings banks (which are accorded special statutory deductions for 
additions to reserves) and 35 percent will be acquired by insurance companies, it 
is estimated that any immediate loss of tax revenues to the Government will be 
at least offset by future related tax receipts. 

As a matter of fact, to the extent that holders of the mortgages are taxable, the 
income subject to tax will be at a net rate of 344 percent rather than 2% percent on 
the bonds. Furthermore, the difference between the amount of the unpaid 
balance and the fair market value of the mortgages is also taxable as ordinary 
income. Neither this income nor the increase in income over the bonds would 
have arisen had the exchange not taken place. The net result is higher rather than 
lower tax revenue to the Government over the remaining life of the mortgages. 

The privilege of liquidating the 2%-percent bonds, taking the loss and reinvest- 
ing the proceeds in other investments is open to the holders of these bonds in 
any event, and many investors have been doing exactly that, resulting in the liqui- 
dation of several billion dollars of 2%4’s in recent years. 


EFFECT OF EXCHANGE ON THE HOME MORTGAGE MARKET 


There has been some concern that the exchange transactions might have an 
adverse effect upon the home mortgage market by reducing the volume of mort- 
gage funds that might otherwise have been available for investment in new resi- 
dential housing mortgages. The Association’s surveys show, however, that (1) 

_ the exchanges will have practically no adverse effect whatever on the volume of 
FHA and VA mortgages that would otherwise have been acquired from the current 
mortgage market by the bondholders whose offers to exchange were approved, and 
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(2) the exchanges will be beneficial to the housing economy because the additional 
funds derived from repayments, prepayments, and payoffs, on the exchanged 
mortgages will, to a considerable extent, be reinvested by the bondholder pur- 
chasers in new mortgages. 

Exchange offers of 42 different offerors were approved; 30 of these were banks 
and insurance companies, 10 were savings and loan associations, and 2 were 
individuals. Of the 30 banks and insurance companies whose offers to exchange 
were approved, inquiry was directed to 20 (whose aggregate offers represented 
$177,755,000 or 94.4 percent of the total $188,328,000 approved) to determine the 
extent to which the exchanges would affect their current and future mortgage 
investment practices. None of the savings and loan associations (representing 
$7,635,000 or 4.05 percent of the total approvals) was contacted since the nature 
of their investments is primarily residential mortgages. The views of the two 
individual offerors were not solicited. 

Of the 20 banks and insurance companies queried— 

(a) Eighteen (involving approved offers totaling $166,055,000) stated af- 
firmatively that the acquisition by them of mortgages under the exchange 
would have no effect whatsoever on the amount of FHA and VA mortgages 
they would otherwise acquire from the current mortgage market. One (in- 
volving approved offers of $1,700,000) stated the exchange would have some 
effect on its future mortgage acquisitions, and one (involving $10 million of 
approved offers) reported that, while the exchange transaction would tem- 
porarily slow down its purchases in the national market (the local market 
would not be affected), approximately 75 percent of the proceeds from 
repayments, prepayments, and payoffs would be reinvested in mortgage 
loans. 

(6) Six stated that all repayments, prepayments, and payoffs on the mort- 
gages acquired under the exchange would be reinvested in new mortgages; 
six stated that a portion of the proceeds would be so reinvested; one re- 
ported that the funds would be reinvested in bonds; and the remaining seven 
reported that their policies would be determined at a later date. 

Some bondowners that have heretofore limited their investments in home 
mortgages to properties located in the State of investor’s domicile have, as a 
result of the exchange, expanded their investments into other States. To the 
extent that these investors continue investing in out-of-State mortgages, or 
increase their investments in such mortgages, the homebuilding economy in 
capital shortage areas will be benefited. 
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TABLE I.—4 percent VA sec. 501 mortgages in management and liquidating portfolio 
at Aug. 31, 1959—-Exchange offers received and approved 


[In thousands] 
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1 1 offer of $1,269,000 listed above under ‘‘Missouri” covered mortgages in either Missouri or Nebraska. 


TABLE II.—Analysis of offers received and approved—Amounts and prices 


Weighted Average 
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received of offers | offered for | approved of offers represented 
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TABLE III.—Type of offerors, offers, and amounts 


Number of} Number Number | Amount of 
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THE SECRETARY OF THE TREASURY, 
Washington, October 21, 1959. 
To Holders of 2%-Percent Treasury Bonds, Investment Series B—1975—80, Maturing 
April 1, 1980: 

The Federal National Mortgage Association, an agency of the United States 
holds in its management and liquidating program approximately $1 billion of 
4-percent mortgages guaranteed by the Veterans’ Administration. These mort- 
gages were acquired by FNMA, during the period ending in 1954, with funds 
borrowed from the Treasury. The average principal amount of the mortgages 
is about $5,500. They are amortized by monthly payments on account of 
principal and interest and have an average term of about 15 years until they will 
be paid off. 

As part of its program to liquidate these mortgages, FNMA will sell such mort- 
gages to persons or institutions qualified to invest in them in exchange for 2% 
percent Treasury bonds, investment series B—1975-80. The Treasury has agreed 
to purchase from FNMA for redemption, pursuant to section 19 of the Second 
Liberty Bond Act, as amended, all 2% percent Treasury bonds, investment 
series B—-1975-80, which FNMA acquires in the sale of such mortgages. The 
amounts received by FNMA from the redemption of such bonds by the Treasury 
will be used b FNMA to repay to the Treasury amounts previously borrowed 
from it by FNMA. 

The restrictions on transfer of 2% percent Treasury bonds, investment series 
B-1975-80, contained in Treasury Department Circulars Nos. 883 and 907, have 
been waived to permit holders of these bonds to transfer their bonds to FNMA, 
until further notice. Any holder of these bonds interested in exchanging them 
for 4 percent VA-guaranteed mortgages should communicate with the Federal 
National Mortgage Association, 811 Vermont Avenue NW., Washington 25, 
D.C., its sales office in New York City, or one of its agency offices located at 
Philadelphia, Atlanta, Chicago, Dallas, and Los Angeles, for further details. 


Rospert B. ANDERSON, 


Secretary of the Treasury. 
| aR 


ExcHaNen oF FNMA-Ownep Mortaaces ror U.S. 2%-PERCENT TREASURY 
Bonps, INVESTMENT Series B, 1975-80 


The Federal National Mortgage Association is a corporation that exists pursuant 
to the Federal National Mortgage Association Charter Act, an act of the Congress. 
One of the corporation’s principal responsibilities is the management and 
liquidation of the portfolio of mortgages that were acquired under contracts 
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made before November 1, 1954, in an orderly manner, with a minimum of adverse 
effect upon the home mortgage market and minimum loss to the Federal Govern- 
ment. All the benefits and burdens incident to this portfolio, called the ‘‘ Manage- 
ment and liquidating functions’ portfolio, inure solely to the Federal Government 
(Secretary of the Treasury). 


How liquidation of the management and liquidating functions portfolio is accomplished 


Liquidation of the management and liquidating functions portfolio is accom- 
plished through receipt of regular mortgage principal repayments, sales of mort- 
gages to private investors, and principal credits resulting from prepayments and 
litigation. As a means of facilitating the orderly liquidation of the portfolio, 
the Secretary of the Treasury has announced that he will permit owners of certain 
nonmarketable U.S. Treasury bonds to assign such bonds for the benefit of FNMA 
in exchange for FN MA-owned mortgages held in this portfolio. 

Types of Treasury bonds and of F NM A-owned mortgages that will be exchanged 

Treasury 234-percent nonmarketable bonds, investment series B, 1975-80, will 
be exchangeable by the bond owner for 4-percent V A-guaranteed section 501 mort- 
gages held in the FN MA management and liquidating functions portfolio. 

Pursuant to a right contained in such nonmarketable 2%-percent Treasury 
bonds, investment series B, they have been and are exchangeable at the election 
of the owner for 14-percert 5-year marketable Treasury notes. As provided in 
this brochure, by arrangements made between the Secretary of the Treasury and 
FNMA, they also may now be exchanged for FN MA-owned 4-percent V A-guar- 
anteed section 501 mortgages. The mortgages are well-seasoned investments, 
having an unexpired national average term of approximately 15 years and an 
average unpaid principal balance of approximately $5,500. The State locations 
of the properties covered by the mortgages are shown on the inside back cover of 
this brochure. 

Basis for erchange—‘‘Exchange price”’ 

Under the arrangements herein described, FN MA-owned mortgages having un- 
paid principal balances aggregating $150 million, or thereabouts, will be available 
in exchange for Treasury bonds. The face amount of bonds that may be employed 
toward consummating an exchange cannot exceed the exchange price. The ‘‘ex- 
change price’? means the amount to be paid (whether in bonds or in bonds-plus- 
money) by the bond owner, solely on account of the unpaid principal amount of 
the mortgages, in effecting the exchange; the “exchange price’’ may also be ex- 
pressed as a percentage of the unpaid principal amount of the mortgages, for 
example, 102.45. Under the arrangements described herein, the exchance price 
may not be less than 100. Settlement for any amount by which the exchange 
price exceeds the face amount of employed bonds, and for necessary adjustments 
covering unpaid interest on the bonds and on the mortgages, and for other com- 
parable items, will be effected on a cash basis at the time of closing the exchange 
transaction. 


Tax status of exchange transactions 

The Secretary of the Treasury has indicated that the exchange of Treasury 
bonds for FNMA-owned mortgages will constitute a taxable transaction (for 
those bond owners subject to tax) under the Federal income tax laws. The 
transaction may also be taxable under the laws of some States. 


Bond owners eligible to participate in an exchange 


Any owner of 234 percent Treasury bonds, investment series B, that in the 
opinion of FNMA has satisfactory facilities to service mortgages or that will 
utilize the services of a servicer having such facilities is eligible to acquire mortgages 
from FNMA under these exchange arrangements. 

Negotiations involving the exchange of FN MA-owned mortgages for Tresaury 
bonds will ordinarily be conducted only with bond owners. If a bond owner 
desires to appoint a representative to accomplish preliminary _negotiations, 
FNMA will require that the bond owner’s designation of the representative be 
evidenced by formal notice thereof in the offering letter. 


Conditions under which offers to exchange will be received and considered 

Offers to exchange Treasury bonds for FNMA-owned mortgages will be re- 
‘ceived only from bond owners, and will be considered by FN MA under the follow- 
ing conditions: 

(1) All offers shall be made, and are to be considered and evaluated, only on a 
competitive basis. 
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(2) The exchange price at which a bond owner offers to exchange Treasury 
bonds at their face amounts for FN MA-owned mortgages at their unpaid principal 
amounts shall be expressed as a percentage, not less than 100, of the unpaid prin- 
cipal amount of the mortgages, for example, 102.45. The face amount of bonds 
that may be employed toward consummating the exchange cannot exceed the 
exchange price. 

(3) Only sealed offers shall be received. Such offer (or offers, if more than one) 
shall be prepared and submitted by the bond owner in the form and manner herein 
described. Each offer, consisting of an original and one conformed copy, shall be 
placed in an envelope that shall be sealed. The envelope shall bear in its upper 
left-hand corner the name and address of the bond owner and the date of opening, 
December 1, 1959, and on its face shall state ‘Offer to exchange Treasury bonds 
for FNMA-owned mortgages.’”’ The sealed envelope shall be enclosed inside 
another sealed envelope for transmittal to FNMA. The offer(s) shall be hand 
delivered or posted to the appropriate FNMA agency listed on the inside front 
cover of this brochure so as to be received prior to the opening time. 

(4) Such offers received by FNMA from bond owners will be held unopened 
until 2 p.m. December 1, 1959, at which time they will be opened, examined, and 
recorded. 

(5) FNMA reserves the right to accept or reject in whole or in part any or all 
offers. Offers may be considered and evaluated competitively on a national 
basis or otherwise. 

(6) Each offer shall relate to mortgages covering properties located in one State 
only. If such an offer is not restricted (nonrestrictive preferences may be shown), 
by specific different locations within the State or otherwise, it will receive considera- 
tion accordingly. If such an offer is restricted, by specific different locations 
within the State or otherwise, it will receive consideration within the scope of its 
restrictions only. As to any State, a bond owner should make not more than one 
unrestricted offer; but may, of course, make more than one restricted offer, by 
sepcific different locations within the State or otherwise. 

(7) The aggregate amount of the mortgages covered by the offer or offers sub- 
mittee by any one bond owner shall not be in excess of the amount of the mortgages 
the bond owner desires to acquire in exchange for bonds, pursuant to the exchange 
arrangements described herein. 

(8) Reservations of mortgages available for exchange will be made by FNMA 
(in the manner described under a subsequent heading titled ‘‘Reservations of 
mortgages available for exchange’’) for those bond owners that submit offers to 
exchange that are accepted. 

(9) Each exchange transaction shall be consummated according to the pro- 
cedures and conditions described under two subsequent headings titled, respec- 
tively, ‘‘Procedure required to effect exchange of Treasury bonds for FNMA- 
owned mortgages” and “Form of payment.” 

(10) Each offer to exchange, consisting of an original and one conformed copy, 
shall be set forth in a form letter titled ‘‘Offer to exchange bonds for mortgages.” 
Such form letters are obtainable from any FNMA agency. Offers shall be de- 
livered to FN MA in the manner described above. A reproduction demonstrating 
use of the form letter that will be employed in the offers, prepared in the form of 
an example, is shown as exhibit IT. 


Reservations of mortgages available for exchange 


The exchange of Treasury bonds for FNMA-owned mortgages may be com- 
pleted quickly and easily. Mortgages not exceeding approximately 14 times the 
dollar amount desired to be acquired will be reserved for a period of 15 calendar 
days for a bond owner if its offer to exchange is accepted by FNMA. (The 
dollar amount of the reservation may be in such lesser amount as FNMA shall 
determine, taking into consideration the total amount of mortgages available 
for exchange in the State or subordinate areas designated by the bond owner, 
the aggregate amount of mortgages represented by comparable offers received 
from other bond owners, and other such factors.) During the 15-day reservation 
period the mortgages may be examined in the offices of the FN MA agency serving 
the State in which the properties are located. . 

An exchange offer that has been accepted by FNMA may be made firm at 
any time upon execution by FNMA and the bond owner of a suitable form of 
mortgage sales contract furnished by FN MA. 


Establishment of exchange closing date and cutoff time 


The agreed upon time and place of closing the exchange transaction will be 
specified in the mortgage sales contract. At the request of the Secretary of the 
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Treasury, no exchange transaction will be scheduled for closing during the period 
immediately preceding an interest payment date on the bonds; that is, during the 
periods between March 16 and April 1 and between September 15 and October 1, 
all dates inclusive. 

In order to permit FNMA to prepare a closing schedule and furnish it to the 
bond owner in advance of the closing date, a cutoff time will be established as of a 
specific day prior to the closing date, after which payments received upon the 
mortgages will not be applied but will be held, together with tax and insurance 
deposits and other credits, for the account of the bond owner. Promptly after 
the closing date, FNMA shall pay over, or cause to be paid over, to the bond 
owner all such payments or credits. 


Closing schedule 


Prior to the established closing date of the exchange transaction, FNMA 
will prepare, certify, and deliver to the bond owner a closing statement setting 
forth the exchange price, the face amount of bonds that may be employed toward 
consummating the exchange, and any amount by which the exchange price exceeds 
such face amount; the closing statement will also set forth the amount of accrued 
interest on the mortgages and on the bonds at the date of closing, and any other 
cash adjustments involved in the transaction. 


Place of closing the exchange transaction 


The exchange transaction may be completed, at the election of the bond owner, 
at the offices of any FNMA agency or at the FN MA sales office in New York 
City. FNMA will deliver the mortgages to the bond owner at the time and place 
of closing; delivery of the mortgages at any place other than the place of closing 
will be at the expense of the bond owner. 


Procedure required to effect exchange of Treasury bonds for F NM A-owned mortgages 


Prior to the closing of the exchange transaction, the bond owner shall deposit 
with any Federal Reserve bank or branch, as fiscal agent of the United States, 
234-percent Treasury bonds, investment series B, 1975-80, properly assigned to 
the Secretary of the Treasury, and shall obtain a receipt. Instructions concerning 
the Treasury Department's requirements for the form and execution of the assign- 
ment should be obtained from any Federal Reserve bank or branch. The as- 
signment, and also the receipt in part I, shall specify the face amount of the bonds 
assigned to the Secretary of the Treasury for the account of Federal National 
Mortgage Association, and any excess face amount of bonds that is not required 
to consummate the exchange which is assigned to the Secretary of the Treasury 
for reissuance to the bond owner by the Secretary of the Treasury. With respect 
to the face amount of the bonds so assigned for the account of FNMA, at the 


time of closing the exchange transaction FN MA shall enter on the receipt, in. 


part II thereof, a direction addressed to the Secretary of the Treasury establishing 
the precise fuce amount of the bonds so assigned for the account of FN MA that 
shall be transferred to FN MA in connection with the exchange, and the remaining 
face amount of bonds (if any) so assigned for the account of FN MA that shall, 
instead, be reissued to the bond owner by the Secretary of the Treasury. 

The smallest denomination of the 234-percent Treasury bonds, investment series 
B, is $1,000. Therefore, if the exchange price is, for example, $853,622.12, the 
face amount of the bonds to be assigned to the Secretary of the Treasury for the 
account of Federal National Mortgage Association shall not exceed $853,000 
and the $622.12 by which the exchange price exceeds the face amount of the bonds 
so assigned shall be adjusted in cash at the time of closing the transaction. 

A reproduction demonstrating use of the receipt that will be employed in 
connection with the exchange, prepared in the form of an example, is shown as 
exhibit I. 

By Treasury requirement, the assignment to the Secretary of the Treasury of 
United States Treasury bonds, investment series B, 1975-80, held by a cor- 
poration or unincorporated association, in its own right or in a representative or 
fiduciary capacity, must be duly authorized by an appropriate resolution. 
Approval by the Federal Reserve bank or branch of a certified copy of such a res- 
olution is a prerequisite to-issuance of the required receipt by the Federal Reserve 
bank or branch incident to delivery to it of the assigned bonds. Special resolution 
forms, which have been approved for this purpose, may be obtained from any 
Federal Reserve bank or branch or from any FN MA agency. 
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Form of payment 


At the time and place of closing the transaction, the bond owner shall pay to 
FNMé A the total amount required to be paid as set forth in the closing schedule. 

-ayment toward the exchange price shall be made by delivery to FN MA of the 

receipt issued by the Federal Reserve bank or branch, in the manner described 

under the preceding heading titled ‘‘Procedure Required To Effect Exchange of 
Treasury Bonds for FNMA-Owned Mortgages.”’ Settlement for any amount by 
which the exchange price exceeds the total face amount of the bonds transferred 
for the benefit of FN MA in consummating the exchange, and for necessary adjust- 
ments covering accrued interest owed to the bond owner on the bonds and 
accrued interest owed to FNMA on the mortgages, and for other comparable 
items, shall be effected on a cash basis. 

The following is an example of a typical exchange transaction, assuming a 
closing date of November 18, 1959, involving a $622.12 excess of the exchange price 
over the face amount of bonds assigned for the account of FN MA, and involving 
necessary adjustments of accrued interest on the bonds and accrued interest and 
accrued service charges on the mortgages: 


Exchange price _-_ - - -- Sndbini th 23 1 DO. Cee eee ae 
Receipt (face amount of bonds assigned for accounting of 
PE DPRe Re ee eae ae ee ee oe 853, 000. 00 
Cash scsustmoent Go PINDEA}. o220 70 OO ee oon e ee ome $622. 12 
Accrued mortgage interest (at 4 percent).._-_.....---- $1, 896. 94 
Deduct: accrued service charges on mortgages__-_------ 237. 12 
met interest on mortgages. ............<........- 1, 659. 82 
Accrued bond interest (at 234 percent)_........-------- 3, 076. 39 


Cash adjustment (to bond Owner) .. .... ....«-40<e5 +s nw uson 4s 46 1, 416. 57 


Net cash adjustment (to bond owner)__.....---------------- 794. 45 
Servicing of mortgages 


The existing servicing arrangements (that are ordinarily transferred with the 
mortgages) are cancelable on 30 days’ notice at the option of the holder of the 
mortgages. Accordingly, the bond owner will always be able to effect its own 
arrangements for future servicing. If FNMA receives from the bond owner prior 
to the date of the closing of the exchange transaction a written request to ter- 
minate such servicing arrangements, FN MA will then serve the 30-day cancella- 
tion notice. However, whenever the servicing arrangements are being trans- 
ferred with the mortgages, including cases in which the 30-day period has not yet 
expired, the amount required to be paid under the mortgage sales contract will 
include an adjustment for the amount of accrued service charges computed at the 
rate of one-half of 1 percent per annum on the mortgages to the date of closing. 


How to obtain additional information regarding the exchange 


Organizations or individuals desiring to obtain further general or specific 
information regarding the exchange of Treasury bonds for FNMA mortgages 
may address their inquiries to or visit the appropriate FNMA agency listed on 
the inside front cover of this brochure. 


Exursit I (Front) 


RECEIPT 
FNMA Sate No— 


CHI 405 
PART I 


(1) Everlasting Savings Bank (bond owner). 
(2) Federal National Mortgage Association. 
(3) Secretary of the Treasury. 

The 2% percent Treasury bonds, investment series B—1975-80, identified on 
the reverse side hereof, bearing assignment by the owner thereof to the Secretary 
of the Treasury as set forth below (inclusive of principal and interest), have been 
received by this bank, as fiseal agent of the United States, together with satis- 
factory evidence of authority as to the execution of such assignment; and such 
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bonds and evidence of authority will be forwarded for proper action to the Division 
of Loans and Currency, Treasury Department, Washington, D.C.: 


Face amount assigned for the account of FNMA____-_--_-_-_-_---- 1 $853, 000 
Face amount assigned for reissuance to bond owner - - -._--------- i 17, 000 
Bond owner’s address: 1615 John Street, Minneapolis, Minn. 


FEDERAL RESERVE BANK oF CHICAGO, 
Fiscat AGENT OF THE UNITED STATEs, 
By Ricuarp A. Rog, 
(Authorized signature). 
Date: November 12, 1959. 





PART II 


To: (1) Everlasting Savings Bank (bond owner). 
(2) Secretary of the Treasury. 

Of the foregoing bonds assigned for the account of FN MA (inclusive of principal 
and interest), the Secretary of the Treasury is hereby directed to apply to the 
account of FNMA (management and liquidating functions) the amounts first set 
forth below, as of the time stated, and is hereby directed to reissue the balance 
set forth second below to the bond owner: 


Amounts to be applied to account of FNMA, as of Nov. 18, 1959 (closing date): 
UO Mp NU onc k Bee eh oe poe nc een nance neaess ! $853, 000. 00 
es ee oe ra ania acne msec kee ans aes 3, 076. 39 


Face amount to be reissued to bond owner 


1 In multiples of $1,000. 
Nore.—Receipt to be issued in quintuplicate: 
Original and one copy to bond owner (white and salmon), 
Copy to FN MA (yellow). 
Copy to Treasury Department (blue). 
Copy retained by Federal Reserve bank (green). 


Pt Le sh. noe se 1 None 


FepERAL National MortTGAGE ASSOCIATION, 
By Joun M. Dog, 
Chief, Controller’s Division, Chicago; Ill. 
Date: November 18, 1959. 


Exuisit I (Back) 


Denomi- | Name in which bonds are | Denomi-| Name in which bonds are 











Serial Nos. | nation registered (exact inscrip- || Serial Nos. | nation registered (exact inscrip- 
tion on each security) tion on each security) 

5264D _...--| $100,000 | Everlasting Savings Bank. || 11317H.--.--| $10,000 | Everlasting Savings Bank. 

5265E.....--| 100,000 Do. 113189 _ ...-. 10, 000 Do. 

5266F _...-.- 100, 000 Do. 11319K -- --- 10, 000 Do. 

5267H__._.-| 100,000 Do. 11220L....-- 10, 000 Do. 

§268J __..... 100, 000 Do. ieee... .2-. 10, 000 Do. 

5269K _._.-- 100, 000 Do. 11322B_...--. 10, 000 Do. 

5270L__.----| 100,000 Do. __——— 


§271A__...--| 100,000 Do. 860, 000 
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Exursit II 
OFFER TO EXCHANGE BONDS FOR MORTGAGES 


Date: October 26, 1959. 
FEDERAL NATIONAL MORTGAGE ASSOCIATION, 
Cuicaco AGENCY, 

1120 Commonwealth-Edison Building, 

72 West Adams Street, Chicago, Ill. 


GENTLEMEN: Pursuant to the arrangements described in FNMA’s brochure 
titled “Exchange of FNMA-owned mortgages for U.S. 2% percent Treasury 
bonds, investment series B, 1975—80,”’ we hereby offer to acquire 4-percent VA- 
guaranteed section 501 mortgages from FNMA’s management and liquidating 
functions portfolio. It is our desire to acquire such mortgages in the aggregate 
unpaid principal amount of approximately $950,000, to be secured by properties 
located in the State of Minnesota. We are the owners of 2% percent Treasury 
bonds, investment series B, 1975-80. 

We understand that the exchange price cannot be less than 100. The ex- 
change price that we offer is 102.45. 

We also understand that FNMA can, without notice, reject all or any part of 
this offer. 

The aggregate amount of the mortgages covered by this and any other offer 
or offers submitted by us will not be in excess of the amount of the mortgages 
we desire to acquire in exchange for bonds, pursuant to the arrangements de- 
scribed in FN MA’s brochure. 

If the foregoing offer is accepted we desire to, and do hereby, appoint ABC 
Mortgage Co. as our authorized representatives to accomplish negotiations pre- 
liminary to the execution by us of the mortgage sales contract. Our representa- 
tives are not authorized under this appointment to execute any mortgage sales 
contract in our behalf, or otherwise to obligate us legally. 

Very truly yours, 
EVERLASTING Savincs BANK, 
(Signed) James J. Be, President. 


One of the following blocks must be checked: 
This offer is for mortgages in the named State and is not restricted by 
& specific different locations within the State or otherwise. We understand 
that it will receive consideration accordingly for any available mortgages 
within the State. If we have nonrestrictive preferences for specific 
different locations within the State or otherwise, they are shown on the 
reverse or on attached sheet(s). 
This offer is for mortgages in the named State, but is restricted by a 
O specific location within the State or otherwise. We understand that it will 
receive consideration within the scope of its restrictions only. Our re- 
strictions are shown on the reverse or on attached sheet(s). 
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Federal National Mortgage Association 
MANAGEMENT AND LIQUIDATING FUNCTIONS 
(4 percent VA section 501 mortgages in portfolio at Aug. 31, 1959) 


[Dollars in thousands] 








State FNMA agency Amount 

ah ii re tem cebemdihhadseal RIED. S95 thE La hkickackuntdancktebtesasnne $35, 434 
I ctrl aa eeriscied rene cceee chanelle nn eee ices 3, 490 
ar alee ak nmenecemigeicie a cn ea ce 9, 777 
DED abit emctchadahaiwabenndnwahdae le Fn ee cechcoenesens 224, 516 
SDS deh dngh umtnbicbd ubbbhiedbuleddoceeh SI i Le ch danmanwababadbatunds 6, 827 
SS 2 ae Se PO ee iies ndinninndendacd onnghpGbenedi 7 
ee a ta 987 
Eevee OF COONINE S . Sosa cdsk oc nbn cc cenccncelecssa AR rn as nase 3, 065 
ah a es sn ich saninio Dieters DE chic Bete denhdccn chins ciccscbocnsddd 77, 016 
oie a celia cde oatamladbaeenmasinl eiteaiel [OD sateitaiahs tlh w duaeodeubhcs oy chide beteebeds 39, 603 
Eee SU Rs le ER ee imc I a a i la la 619 
a css calsiginine Rc rN rw a aiaimiioee 4, 392 
NG iid cece het LBA ncitikaddbnwntssiciudene irl fe Dio Ss htaldcnediebardiale addebive 4, 550 
aa laa ae a a ae a a ee ge ae 500 
sare ee lk a LO gk Ta aid baeimiialol 18, 132 
NT ch nntichinctinbaucdonae Bod ta cok IN er cca deiiincaneaetwepunicedmdpccimndelies 2, 984 
ss tes a Se oe Re ie hd a ei ea 21, 989 
ii aaa ceitatiat ea id PIO. 2 ninchcimcnd oneencchucesetiepodeboss 6, 671 
A canes eoenasincaiooone Re i solasccadtassencatnincigta wecréthiicnscia hee raeiendn oBaeaaleeioided 139, 093 
eerie rN ga ae ences 3, 474 
NE tht cbnbnebitesidh bumthidoonabinalhs PN, Shed doahdewsSlecdectideckbaveiwesuuinn 3, 615 
enn nnipinnnimionaineneusigttuntle DR certib dence PeGud db Seckcheregeoetinboil 13, 808 
en camainineianean + | nea ahi a eae iee CS, 16 
he a I ee Neen ee ee Seesmmnnmeel 1, 948 
PO 8 iiss chp ntheknDiwktindstendcatld EN Sos inddaleks Uscccetmucebdan 3, 987 
Rs i cccnndetitinnenionabginakchennad Ate nttenhi cm desine do smbudhumtdbinnte< 10, 863 
alll heen ie bee SR ee A EPP TRAE TE aR 
nce mnesniiinenibomeie iil otis hcacheve nin ciaaeputeeenaiene misantoowe 4, 597 
Cd cat nhtntbinasnebitdnbibbnicdanwnn: RE als calcanriass cciaapsaceenbinsbllseavcian te acaeshatsaielin neta 11, 270 
I i ceaciaticlidiecnniipeat lesa ineceunipnansteackebinn a kas clin meena wcentiuinaal 76, 385 
Nt sini ghee Snitch ibaonevesiniainaasaain dt sons decisis cian nlanibdaiat asain 191 
ia ceases miletaanicbiicimaecameill ID nictnumnivecintdatnsdipcomeseotghdead 6, 608 
ES ee eee Niacin hich aantddihciningnehemn eRe 26 
EE CN D..5 ch onhabbundeancentoebine skin I ie en cred eta eammenis 14, 982 
TEI FOE Shee dsb cidet ee 
a iain ceasicin Rind ien BR ilectinictntcubatdpauanetesdcesuddecess 26, 903 
NIE a os diiuedse Witasdeteirntaenahaiietinpiininionmatieis achat Racedii tema taetih css alec Dcaastai etnies 141, 260 
SNDAL cicccdaddcembiuisineudineh iment toncmabocwnd iene ore aoa ool 3, 197 
ah ck ced apheoenmehek dkbmeden SI, od oa ge klk 8, 207 
i eee Nn Wiis 2s Saale dh ceeénkerddanseea 37, 539 
ic tan binrhaahdipsei oli ancilinin enn tlh can ntl ean nll 2, 237 
Re a oe ets ieee eames Ren eee ccemnees 359 
Pad acsivcdcdidsthisetndiavcncecckabe __ eee Ee Ree ee eee abiwokel 7 

PIII LS chalet scares truiscihsgnddonisalniaiaiaaaeagaka eects tecctaes eat d te anainsiciniitliaanditintinirtetuiiiaghinds oannietiiebaie 971, 654 


Senator SparKMAN. Mr. Mason, there is no one else in your panel 
regarding the programs? 

Mr. Mason. No, Mr. Chairman. 

Senator Ctarx. Mr. Chairman, before Mr. Mason goes, I wonder 
if I could ask that this appear in the record. The staff of our sub- 
committee has prepared a memorandum on the implementation of 
the Housing Act of 1959, showing about 12 or 15 sections which have 
never been implemented or put into effect and are not now operational. 
I think it would be useful to the subcommittee to have an explanation 
from Mr. Mason as to why those provisions of law have not been 
carried out. 

Senator SPARKMAN. You mean now or to submit it for the record? 

Senator CLARK. Submit it for the record. 

Mr. Mason. We will be certainly happy to do so. 

_ Senator SparKMAN. Fine. If he will, we will appreciate it very 
much. 

(The information referred to follows:) 
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STATEMENT CONCERNING THE IMPLEMENTATION OF CERTAIN SECTIONS OF THE 
HovsinG Act or 1959 


FHA minimum downpayment 


Section 102(a) (2) authorizes lower minimum downpayments, under the regular 
FHA sales housing program (sec. 203(b)), for houses valued over $13,500. Also 
section 109(a) of the Housing Act of 1959 authorizes lower downpayments under 
the section 220 urban renewal housing program for houses valued over $13,500. 

This authority to lower downpayments has not been exercised. The legislative 
history of the Housing Act of 1959 made it clear that the Federal Housing Com- 
missioner’s authority to reduce these downpayments is discretionary and is to be 
available in case of need. 

Reports received by FHA indicate that the demand for housing remains high 
but the availability of mortgage funds is still affected by a generally tight money 
market. Lower downpayments would not stimulate an increase in the avail- 
ability of mortgage funds. On the contrary, liberalizing of mortgage terms 
under conditions of a tight money market would only serve to aggravate the 
excess of demand over supply. 

Experience during 1957 provides support for FHA’s deferment of its exercise 
of authority to reduce downpayments under the two housing programs. In that 
year, there also was a tight money market, and a moderate level of FHA applica- 
tions. Likewise there was an easing off of housing starts at that time. Under 
those conditions the liberalized loan limits authorized by the Housing Act of 1957 
were made effective in August along with an interest rate increase. The season- 
ally adjusted level of new home applications rose immediately in August and 
applications for mortgage insurance for both new and existing housing rose 
again in September. The money market, however, remained tight so that 
increased mortgage money was not forthcoming. The result was that by October 
and for the rest of the year applications fell back to the midyear level—even 
dropping below that level for existing homes. 


FHA mortgage insurance for nursing homes 


Section 115 authorizes mortgage insurance up to 75 percent of value on pro- 
prietary nursing homes. 

Regulations and instructions for the new nursing home program authorized 
by the Housing Act of 1959 were signed on February 19, 1960. 

This program involves a totally new concept of FHA mortgage insurance since 
the nursing homes to be provided under the program have aspects in common 
with hospitals as well as housing. Therefore, FHA has necessarily had to take 
more time in the formulation of regulations and instructions for implementing 
the program than would be required for its other programs. 

FHA’s regulations on nursing homes contemplate as little FHA regulation of 
the homes as possible, looking to the several States and localities for enforcement 
of their licensing requirements for nursing homes. 

Mortgagors may be corporations, trusts, partnerships, or individuals and will 
be regulated by charter or regulatory agreement as applicable. FHA will not 
concern itself with income of the project or charges to patients, but will, in 
processing, determine the adequacy of both for purposes of determining the 
mortgage risk. The mortgagor must operate the facility under license and inspec- 
tion by the State or locality. The insured mortgage will not cover the cost of 
special medical or therapy equipment. The Housing Act of 1959 did not make 
provision for inclusion of such equipment in the mortgage insured by FHA, 

The loan to value ratio is 75 percent, and the mortgage limit is $12,500,000. 
The maximum amortization period is 20 years. The maximum interest rate is 
544 percent. The minimum property standards for the nursing homes are designed 
to provide sound, safe, and adequate accommodations meeting or exceeding the 
requirements of the several States. 


Direct loans for nonprofit organizations constructing rental housing for the elderly 

Section 202 authorizes a program of direct Federal loans to private nonprofit 
organizations for rental housing for the elderly. A loan may mature in 50 years 
and may be as high as 98 percent of the total development cost of the project. 
The interest rate cannot exceed the higher of (a) 2% percent or (b) a rate derived 
by adding one-fourth of 1 percent to the average annual interest rate on all 
interest-bearing obligations forming a part of the Federal debt. 

The administration opposed the enactment of a direct loan program for housing 
the elderly. It was the administration’s position that direct Federal loans, at 
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interest rates much lower than the present cost to the Federal Government of 
borrowing money, are an unsound and inappropriate form of financial assistance 
for a specialized type of housing need. Such a new program would probably 
have an adverse effect on the existing programs of the Agency which are already 
effectively meeting part of the need. The administration felt that solutions 
should be sought through more effective use of private enterprise techniques 
and the development of broader financial support by religious, fraternal, and 
union organizations and similar groups. Although the President felt that, on 
balance, the bill which became the Housing Act of 1959 should be approved, his 
signature of the bill did not constitute a change in the administration position 
with respect to direct loans for housing for the elderly. 

In view of this administration position, the President did not include an appro- 
priation item for this program in the budget. There have been no appropriations 
for the program by the Congress. 


FNM A—Advance commitments on existing housing 


Section 302 extends the provision of law under which FN MA has been making 
available a reduced-price type of secondary market operations commitment for 
the purchase of mortgages covering new construction so as to include mortgages 
covering existing housing. 

The law permits FNMA, under its secondary market operations, to enter into 
commitments. Whether, under all the circumstances, it is desirable at the 
present time for FN MA to provide a reduced-price or standby type of commitment 
for the purchase of mortgages covering existing housing is, accordingly, a question 
of operating policy. 

he position of FNMA’s Board of Directors has been that this additional 
service should be postponed for the time being. The Board’s determination was 
based in large measure on the desirability of avoiding the need for borrowing ‘in 
the current congested short-term money market, at high interest cost, the added 
funds that would be required to finance such an expansion of operations. 

Also, there is for consideration the undoubted loss oF advantage to new housing 
generally, if the necessarily limited amount of FNMA’s available funds must be 
spread widely to accommodate the tremendous potential financing requirements 
of existing housing. Members of the committee have indicated from time to 
time their greater relative concern for new construction, presumably because, in 
contrast to existing housing, new housing augments the overall housing supply. 


Urban renewal—Early land acquisition 


Section 403 authorizes Housing Administrator to permit land acquisition and 
slum clearance by a local public agency prior to signing of grant contract under 
certain limitations. 


Procedures under this section are included in a new manual, covering all URA - 


procedures, issued March 1. Only one application was previously submitted, 
and it was processed on an individual basis. 


Low-rent housing in urban renewal areas 


Section 411 permits urban renewal grant-in-aid credit for local contribution to 
the public housing projects on urban renewal sites. 

A statement of policy and a regional circular putting this provision into effect 
have been prepared by URA and are now in the process of coordination with 
PHA policies prior to publication. No benefit to any locality is being delayed in 
the meantime. 


Urban renewal—Planning requirements 


Section 412 authorizes the Housing Administrator to expedite urban renewal 
projects by permitting him to omit or simplify detailed requirements for the 
urban renewal! plan. 

Procedures under this section are included in a new manual, covering all URA 
procedures, issued March 1. 


Urban renewal—Nonresidential development 


Section 413 permits up to 20 percent of capital grant funds, not under contract 
on September 23, 1959, to be used for areas which are not predominantly resi- 
dential and which are not to be redeveloped for predominantly residential uses. 

Procedures under this section are included in a new manual, covering all URA 
procedures, issued March 1. Projects were previously approved under this 
section on a case by case basis. 
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Urban renewal areas involving colleges 


Section 418 liberalizes the requirements for urban renewal areas involving 
colleges by (1) removing the ‘‘predominantly residential’? requirement, (2) per- 
mitting the locality credit toward its one-third share of net project cost, in an 
amount equal to expenditures made by colleges in purchasing and clearing their 
property, and (3) permitting these expenditures to be counted toward a local share 
provided they are made no more than 5 years prior to the signing of the loan and 
grant contract. 

A statement of policies and procedures under this seetion was printed in a local 
public agency letter issued February 16, 1960, and is also contained in the new 
URA manual. 


FHA mortgage insurance program for housing in defense-impacted areas 

Section 704(a) authorizes FHA mortgage insurance under a special program 
for 5,000 single-family and multifamily units constructed adjacent to military 
installations where Seeretary of Defense has certified a need for housing for 
civilian employees and servicemen. 

Directives under this section have been issued to FHA field offices, but the 
program is not yet operative. FHA is awaiting Department of Defense concur- 
rence in a memorandum of agreement concerning the program. This concurrence 
is expected shortly. 


Farm housing research 


Section 803 permits Housing Administrator to make grants to land-grant 
colleges for farm housing research until June 30, 1961. Such grants cannot 
exceed $100,000. 

The amount of $75,000 was appropriated for farm housing research in 1958, 
The Agency has endeavored to make prudent and constructive use of these funds, 
and believes that the research financed from this appropriation will produce 
worthwhile results. Officials of the Housing Agency recently made a field review 
of the major research project underway. We also had a meeting with representa- 
tives of the land-grant colleges on the best use of any additional grant funds 
which might be made available. 

It has been and is the position of the administration that farm housing research 
is not an appropriate function for the Housing and Home Finance Agency, whose 
programs are almost exclusively concerned with urban and metropolitan prob- 
lems. The administration feels that, if additional farm housing research is 
deemed by the Congress to be desirable and necessary, the responsibility for con- 
ducting it should be assigned to the Department of Agriculture which regularly 
spends substantial amounts for research in this field. onsequently, the Federal 
budget for fiscal 1961 does not request further appropriations to continue such 
activity in the Housing Agency. 


Senator Sparkman. I will now call Mr. Charles R. Brownson, 
former Congressman Brownson. 


Mr. Brownson, have you been told why I wanted you to come up 
here today? 


STATEMENT OF CHARLES R. BROWNSON, CONGRESSIONAL 
LIAISON OFFICER, HOUSING AND HOME FINANCE AGENCY 


Mr. Brownson. No; I have not heard anything about that, sir. 

Senator SparKMAN. I am sorry. I will tell you why. Recently 
a friend of mine sent me a clipping from the Indianapolis Star, report- 
ing a speech that you made out there in which you gave some infor- 
mation that was not in the committee’s possession, and we wanted 
to get the story from you. This was in the Indianapolis Star of Janu- 
ary 17,1960. Let me read a little of it: 

Former Congressman Charles Brownson appeared before the Indianapolis Opti- 
mist Club in the unusual role of a cautious speaker, gagged by the Hatch Act. 
Brownson is now congressional liaison officer of the Federal Housing and Home 


Finance Agency, but he managed to hit the spending policies of the Democratic 
Congress indirectly by reporting his agency had $4.5 billion more than it knew 
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what to do with. This was because Congress authorized spending beyond the 
needs and desires of the Agency during the life of its future operations. It was 
explained, ‘‘We don’t want all that money, and we don’t want all that control,”’ 
Brownson said. Asked if he thought local governments were justified in rejecting 
urban renewal grants, Brownson said, ‘‘That is a matter to be determined locally, 
considering the cost to local taxpayers. Sometimes. the renewal of downtown 
areas is so costly as to be prohibitive,’’ he said. The money is appropriated for 
this program, and whether it is used locally hinges on the question of what is good 
for the local taxpayers. Brownson said the people must decide how much— 
this is not revelant, but I will go on reading the whole article. 


Brownson said that people must decide how much must be spent on certain 
programs and how much they themselves should be allowed to keep. Members 
of the Optimist Club meeting at the Southern Hotel were amused at the former 
forthright Congressman’s reply to political questions. A member of the club 
asked if Vice President Nixon is assured the nomination. Brownson replied that 
he was restricted by the Hatch Act, forbidding political participation by Federal 
officials. Then he opined that while the die is not yet cast, Nixon looks like the 
candidate. 

You were safe in that prediction, I think. 


Asked what Nixon’s chances were for election, Brownson remarked, ‘‘I am 
still under the Hatch Act, but remember I have been an optimist 25 years.” 

Of course, as I say, a lot of that is not relevant .to-this hearing, but 
I was somewhat concerned about that statement that Congress had 
given you $4.5 billion more than you knew what to do with. I want 
to find out just what you had in mind. 

Mr. Brownson. I wish that were a little more accurately reported, 
Senator. As I remember it, this was an answer—was in response to 
a question from the audience, and the question was what the overall 
housing program cost. You know, people are pretty cost conscious 
out there in Indiana, as Senator Capehart can attest. 

The discussion got around to the difference between the housing bill 
as it was originally proposed, the Administrator’s housing bill, and the 
housing bill which was finally passed. I estimated that over the over- 
all period of the program authorized there might be as much as $4.5 
billion difference in the amount of money. 

Senator SpaRKMAN. Can you give me a breakdown of where you 
get that? Of course, I realize that the reporter probably did. not 
understand the technical differences, but he made it appear that we 
had made that much money available to you which you did not know 
how to spend. 

Mr. Brownson. I can assure you we were never under that illusion. 

Senator SpARKMAN. To be frank with you, I have not liked these 
statements as to the terrible cost involved in the housing bill. You 
perhaps do not have your figures with you now. I do not see how 
you get the $4.5 billion. Asa matter of fact, under the program given 
to us, I think this came from the HHFA, the administration proposal 
would have cost $1.7 billion, whereas the bill that we passed would 
have cost $1,050,000,000. I just do not see how you get $4.5 billion 
out of either one. 

Mr. Brownson. May I supply you with that calculation? 

Senator SparKMAN. Yes;I would be very glad if you would, because 
I run into this kind of criticism quite frequently, where people mis- 
understand housing legislation. I see editorials from various papers. 
T run into it down in my own State. I get letters from all over the 
country about the terrible waste of money in the housing program. I 
think I can say that I have been rather conservative in housing pro- 
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grams. I believe in them strongly. I believe in what we have been 
doing, and I certainly have not wanted to be wasteful. Iam sure the 
same thing is true of Senator Capehart. He used to be chairman of 
the Banking and Currency Committee. I do not think we do our- 
selves a proper service by making it appear to the country that the 
Federal Government is underwriting all housing. As I said this 
morning, the impression has been created that all housing in this 
country is underwritten by the Federal Government when, as a matter 
of fact, only a minor or a minority portion is affected. The same thing 
is true with reference to the cost of Federal programs. 

I have argued that instead of being an expensive program it has 
really been a moneymaking program, and I believe that this can be 
demonstrated. Overall, taking all of it into consideration, there has 
been a slight amount on the credit side. 

If you will supply a statement for the record, I will certainly take 
your statement here about being incorrectly reported. I can see how 
that could have happened. 

Mr. Brownson.- There was no editorializing on my part, Senator. 
If you will notice, the editorializing is supplied by the reporter. 

Senator SpaARKMAN. I note that. 

Senator CapeHART. How much money does the agency have to 
spend, Mr. Mason? How much money do you have to spend in 
HHFA? 

Mr. Mason. Senator Sparkman here has told what the bill was last 
year, and his figures are correct, of course. 

Senator SpARKMAN. That was supplied in the housing report last 
year. 

Senator CapeHart. How much was it? 

Senator SparKMAN. No; that is not money tospend. It is the cost 
of it over a period of time, the cost of the program over a period of time. 

Senator CapeHArT. You were talking about the amount of money 
to insure mortgages? 

Mr. Brownson. The question under discussion was the overall 
economic impact of the housing program. 

Senator CLtarK. Will the Senator yield? 

I recall when we were debating the housing bill last year a figure 
something like this was being bandied around in debate. And my 
recollection is that it was achieved, at least in substantial part, by 
taking the annual loss on the operation of public housing units and 
then multiplying that by 40 and this gets you rather astronomical 
figures. Did that get into your calculation? 

Mr. Brownson. That enters into that calculation; yes, sir. 

Senator SpARKMAN. May I say in this connection that as I recall 
when you capitalized the 37,000 units authorized—now correct me 
if I am wrong on this, but as T recall that ran to $850 million. That 
is over a period of 40 years. Does that sound about right? That is 
my recollection. That lacks a lot of being $4.5 billion. 

Senator CLiark. I think there were other equally amusing methods 
of running up this alleged sum. 

Senator CaAPpEHART. It must have been referring to the insurance, 
because it says he managed to hit the spending policies of the Demo- 
cratic Congress indirectly by reporting his agency had $4.5 billion 
more than it knew what to do with. You must have been talking 
about insurance. 
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Mr. Brownson. It was the overall aggregate authorization, 
Senator, projected over the period of years of the life of the two 
proposed bills. 

Senator SPARKMAN. You say here that Congress definitely gave it. 

Mr. Brownson. That statement is not correct, Senator. That is 
a very condensed and not very accurate report of what I said. 

Senator Capenart. In other words, you did not say that Congress 
ceperrraes the money or authorized it. 

Mr. Brownson. No; that was not the statement at all. It was a 
comparison of the projected cost of the two housing bills. 

Senator CAPEHART. You were comparing the two housing bills? 

Mr. Brownson. Two housing bills, that is right. That is the way 
the question was phrased. 

Senator CapEHART. You did not intend to say that Congress 
actually authorized or appropriated $4.5 billion that you did not 
know what to do with? 

Mr. Brownson. That was not the framework of the question nor 
the framework of the answer in any consideration. 

Senator SparKMAN. Thank you, Mr. Brownson. If you will supply 
that for us, we will be very glad. 

(The letter referred to follows:) 


Hovustnec aNp Homg FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., Mar. 2, 1960. 
Hon. Joun J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Committee on Banking and Currency, 
New Senate Office Building, Washington, D.C. 


Dear Mr. CHarRMAN: Iam happy to take advantage of this opportunity, 
which you so thoughtfully offered me, to supply pertinent material in connection 
with your subcommittee’s hearings on February 17. 

As I remember it, the matter of the history of the 1959 housing legislation came 
up during the question and answer period following my brief and general remarks 
to the Indianapolis Optimist Club, a luncheon club of which I have been an active 
member since 1937. I had no detailed notes on the housing bill with me and, in 
my answer, compared the first proposed bill with the administration’s request 
pen out that the former was some $4.5 billion larger over the life of the legis- 
ation. 

As you can well appreciate, Mr. Chairman, in condensing my lengthy and some- 
what rambling answer into one or two sentences for publication, some of the 
qualifying clauses were eliminated. It is, of course, unfortunate that the writer 
of the newspaper article from which you quoted inserted partisan labels in con- 
nection with the legislation under discussion because I carefully avoided any 
mention of the terms ‘‘Republican’’ or ‘‘Democratic’’ in this brief talk and in 
answering the questions which followed. As a matter of fact, this meeting was 
really sort of an annual informal appearance before a group of close friends rather 
than the occasion for a formal speech. 

Actually, most of the figures used to obtain the rough total of $4.5 billion 
quoted in the newspaper article were from the cost estimates of the housing bills 
supplied to Members of the Senate and the House during the consideration of 
the Housing Act of 1959 last fall. As the chairman will remember these cost 
estimates covering the various housing bills were generally expressed in terms 
of total new spending authorizations over the life of the programs covered by the 
legislation. hus, these cost estimates on which I based my $4.5 billion figure 
did include the cost of subsidies in the form of annual contributions for the sup- 
port of low-rent public housing over a period of 40 years. This is the question 
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Senator Clark raised during the discussion. The estimates on which I based 
my $4.5 billion figure did not, however, include the amount of general insurance 
authorization provided for the Federal Housing Administration program. 

My principal source was the table below which compares the cost estimates of 
8. 57, the first housing bill of 1959, as reported by the House Banking and Cur- 
rency Committee and as eventually vetoed by the President with the cost of the 
housing bills proposed by the administration (S. 65 and S. 612). These figures, 
of course, are the same as those supplied by the Agency to the committee and used 
by the proponents of the administration position during the debates on the bill 
in both the House and the Senate. 


[Millions of dollars] 


| 








S. 57 

a. Hs sx 

tion bills 

House Final bill (S. 65 and 

committee vetoed 8. 612) 
bill 

Urban renewal grants (fiscal years 1959-61) __........-.....--.-- $1, 500. 0 $900. 0 $600 
Public housing, annual contributions. -_..............-...-.-.- 3, 700. 0 OTe toes i. 
eee ee EE a eee ee ne 400. 0 300. 0 200 
ES a en a eee 100.0 ne 
nT Ec nnnnmneinhna nee hems drhaeat 100. 1 125.4 10 
WORE. ha. ai abs eced ben cdlcleVancdatciatdstiiedscicd 5, 800. 1 5, 075. 4 810 
Deduct cost of administration legislation..............-...-..- 810.0 #68106 [os .ccscdnnuce 
Pee SN GRIEG no Sc omen ectescccccncseccamaccuscecs 4, 990. 1 ETE Reon sdse Dudietemeen 


The table shows that one version of the vetoed housing bill of 1959 has a price 
tag on it that exceeded the President’s recommendations by $5 billion in round 
numbers. The bill actually vetoed would have had a total eventual cost of more 
than four and a quarter billion dollars in excess of the total cost of the adminis- 
tration bills. The $4.5 billion figure I used in answering the question raised 
after my remarks to my former associates of the Indianapolis Optimist Club thus 
approximates an average of the two estimates. 

hank you for this opportunity to elarify this matter for the record. 
Sincerely yours, 
CHARLES B. BROWNSON, 
Congressional Liaison Officer. 


SUBCOMMITTEE ON Housina, 
SENATE COMMITTEE ON BANKING AND CURRENCY, 
March 4, 1960. 
Mr. CuHar.eEs B. Brownson, 
Congressional Liaison Officer, 
Housing and Home Finance Agency, Washington, D.C. 


Dear Mr. Brownson: I have your letter dated March 2, 1960, in further 
explanation of matters discussed in the subcommittee hearing on February 17. 
While this letter and your testimony clarify the erroneous impression that the 
Housing Act of 1959 gave your Agency $4.5 billion that it does not know what to 
do with, your letter does not present the facts as they existed when you spoke 
before the Optimist Club in Indianapolis in January of this year. 

Your testimony clearly states that it had heen your purpose to compare 
authorizations in administration housing bills with authorizations in the housing 
bill which “finally passed.’’ Probably for this reason your letter fails to include 
S. 1017, a $500 million administration hill dealing with college classrooms. 
Furthermore, your letter makes comparisons with 8. 57—a bill which did not 
become law and which, therefore, did not give your Agency any authorization 
whatsoever. 
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For your information, the following table compares 8S. 2654, the bill which 
became law on September 23, 1959, with comparable proposals in administration 
housing bills: 

{Millions of dollars] 


| Administra- Bill as 
tion housing finally 
bills (S. 65 passed 


and 8. 612) (S. 2654) 








Urban renewal grants (fiscal years 1959-61) _ __......---- $600 $650 
Public housing, annual contributions (1960-2000) - -......._--.---. 22 aS Sect 1719 
Neen ee ns cine | 200 250 
Deaersy perecns, MOUs, GiOct TORNS.... eee en eee nee wnncs eeu 50 
ao a ess dk ebesiaaeiissiaiecenndit | 10 50. 1 
Eh ile ay ee Re A Th Reet et of 810 1,719. 1 
Deduct: 
I i a a ieee al 810.0 
I eee edna bed aabicie wad ein 919.1 








1 §. 2654 authorized 37,000 units of public housing. The estimate of cost represents future appropriation 
requirements over a 40-year period, according to Housing and Home Finance Agency report dated Aug. 
17, 1959. i 

You will note that S. 2654 exceeds administration proposals by only $919.1 
million. This amount is attributable primarily to the $719 million estimated as 
the cost of 37,000 units of public housing through the year 2000. If the admin- 
istration bill, S. 1017, were included, as would be quite proper, the difference 
would be only $419.1 million. 

I assume that you have seen the article which appeared in the Indianapolis 
Star on February 19, 2 days after you testified. This article attributed to 
you a statement that figures you were compiling will show the ‘$4.5 billion state- 
ment too low—it is actually $6.5 billion.” This statement is certainly incon- 
sistent with your testimony and is also inconsistent with your letter of March 

Under the circumstances,. I am withholding publication of the record of the 
hearing pending receipt of further information from you. I am particularly in- 
terested in your explanation of the newspaper article of February 19, and in your 
comments upon the accuracy of the table shown above. 

In order that the record of the hearing may be printed as soon as possible, your 
prompt response will be appreciated. 

Sincerely, 
JoHN SPARKMAN. 





Hovustnc AND Home FINANCE AGENCY, 
Washington, D.C., March 18, 1960. 
Hon. JoHn J. SPARKMAN, 


Chairman, Subcommittee on Housing, Senate Commitiee on Banking and Currency, 

U.S. Senate, Washingion, D.C. 

Dear Mr. CrairMan: On my return a few days ago from a brief absence from 
the city, on leave, I received your letter of March 4 with further reference to the 
matters involved in my appearance before your committee on February 17 and 
my letter to vou of March 2. When I received your letter, I had not yet seen the 
Indianapolis Star story of February 19, and only in the last few days have I been 
able to obtain a copy of it. The story as printed is an abbreviation of a dispatch 
from the newspaper’s Washington correspondent, Mr. Benjamin Cole, a full copy 
of which is enclosed for your information. 

Let me say initially that the figures in the table included in your letter of March 
4 are, of course, quite correct and in accord witb the official estimates provided to 
your committee by this Agency last year. 

I regret that my extemporaneous remarks before your committee the other day 
are open to the literal interpretation—as I agree they are—that my rather rambling 
answer in response to a question at the Optimist Club luncheon in Indianapolis 
was addressed narrowly to the differences between the admuinistration’s proposals 
and the housing bill as ‘‘finally passed.’”’ As J recall it, this was not precisely the 
nub of the question that was asked me, or of the discussion that followed. As I 
intended to indicate when vou asked me, the matter came up in a question period 
ollowing a talk during which housing was mentioned only briefly. Accordingly, I 
was not specifically prepared for this question nor did I attempt to make a detailed 
or technical answer. 
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In essence, what I endeavored to do in response to the question was to make 
clear in a broad and general way why the administration felt that the total 
expenditure authority carried in bills originating in Congress, as compared to the 
administration’s recommendations, raised important questions of public policy. 
In this connection, I pointed out that some variations of the bill included total 
expenditure authorizations very greatly in excess of those eor by the admin- 
istration and in this connection I used a figure, as I recall, of $4.5 billion. As I 
tried to explain in my letter of March 2, I did not intend or describe this as a 
technically exact figure attributable to a specific bill, but rather as an indicator 
of the order of magnitude of the difference between the administration’s views and 
those of the sponsors of some of the housing proposals advanced in the Congress, 
I believe that the figure is a fair and reasonable expression of such a difference, as 
illustrated by the table pereapeny ing my previous letter to you. 

About noon on February 18, the day after I was asked to testify on this subject 
before your committee, Mr. Benjamin Cole, Washington correspondent for the 
Indianapolis Star, called me on the telephone. He expressed his regret at not 
being present at the hearing the day before and said he had just finished reading 
the transcript at the subcommittee office. He asked me if I felt the newspaper 
should carry a retraction of the original story of the talk before the Optimist Club 
and whether or not I felt anyone had done an unfair job of reporting. I told him 
that I felt the report was intended to be fair, that I regretted the introduction of 
some editorial comment and the extreme condensing of my remarks but that I 
was sure the reporter did not intend to be biased in any way, in fact that a man 
from the Star had called me after the story was written to clear up some points, 
although unfortunately not the exact language dealing with the m: utters which led 
to your questions at the hearing on February 17. 

Mr. Cole then asked me what I was doing in response to the subcommittee 
request for additional information. I told him I was doing the research on that 
question at that very moment. He asked whether the statement I was preparing 
would confirm the $4.5 billion figure I had mentioned in my answer to the question 
at the luncheon and in my appearance before the committee. I told him I thought 
that it would. I explained very briefly that the subject was complicated; that 
there were a number of figures which had been publicly used relating to different 
bills and different stages of bills; and that in some variations the difference between 
the administration proposals and bills in process in Congress was as great as $5 
billion. I am quite sure that at no time did I use a figure of $6.5 billion. Since 
receiving your letter, I have telephoned Mr. Cole of the Star’s Washington bureau. 
He confirmed my recollection of our conversation as summarized above and ex- 
pressed regret at the use of the $6.5 billion figure in the story. 

In conclusion, let me again assure you, as I endeavored to do in my previous 
testimony and letter, that at no time did I believe or seek to give the impression— 
either to my fellow members of the Indianapolis Optimist Club or to the news- 
paper reporters—that the housing bill as passed by the Congress and approved 
by the President gave the Agency $4.5 billion or $6.5 billion more than the 
administration had requested, or any other such sum in excess of the comparison 
summarized in your last letter to me. 

Sincerely yours, 
Cuar.es B. Brownson, 
Assistant Administrator for Public Affairs and Congressional Liaison. 


Mr. Mason. Thank you, Senator Sparkman. 

] guess we had better write out our speeches before we make them 

Senator SpaRKMAN. I have found that to be pretty good advice in 
ne with technical matters. 

Mr. Mason. Thank you very much, Senator Sparkman. I think 
this meeting was a very helpful one. 

Senator SPARKMAN. It has been helpful to us, I am sure, and thank 
you very much. 

There are certain matters that I would like to authorize the staff 
to place in the record bearing on the facts and figures we have gotten 
here today. Without objection, that will be done. 

The committee stands adjourned. 

(Whereupon, at 2:58 p.m., the subcommittee was adjourned, 
subject to the call of the chairman.) 


Xx 





